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ALCO acquires Licensing Rights 


for GYRO VAPOR PHASE 
CRACKING PROCESS 


XCLUSIVE LICENSING RIGHTS for the commercially established Gyro 
Vapor PhaseCracking Process for manufacturing high octane number gas- 
oline have been acquired from the Gyro Process Company by Alco Products 
Incorporated—and are now effective throughout the world, except Canada. 
The Gyro Process operates at substantially atmospheric pressure—elim- 
inates the hazards of high pressures—requires moderate capital investment 
in plant—and produces a motor fuel of unusually high octane rating and 
high power characteristics without the use of a chemical reagent. 
Well-known brands of gasoline, now being made by the process, are ) 
being widely and successfully marketed. 
The by-product gas produced by the Gyro Process contains large quan- 
tities of many basic compounds, such as ethylene and propylene, which are 
extensively used in the manufacture of synthetic chemicals. 
The complete engineering and fabricating services of Alco are available 
for the installation of Gyro plants. Consultation and correspondence re- 
garding the process are invited. 


ALCO PRODUCTS INCORPORATED 


MAIN OFFICE: 220 East 42d Street, New York, N.Y. 


DISTRICT OFFICES: Chicago, Dallas, Tulsa, San Francisco, Washington, D. C. | 
PLANTS: Dunkirk, N. Y., and Montreal, Canada. Cable Address: Alproducts. 


FOREIGN ASSOCIATES AND REPRESENTATIVES: 


S. A. Alco Products, International Montreal Locomotive Works, Limited 
1 Rue Paul Cezanne Montreal, Canada 
Paris (8E) France Joseph B. Weaver & H. Collins Hay 
American Locomotive Sales Corp. Imperial House, Kingsway 
25 Victoria Street London, England } 
London, S.W. 1, England. (Cable address: Weavint) 


Inquiries received through all branch offices of the American Locomotive Com- 
pany throughout the world. 


ALCO 


DIVISION-OF- AMERICAN: LOCOMOTIVE: COMPANY 


ENGINEERING, DESIGN, FABRICATION, ERECTION of Gyro Vapor Phase Cracking Plants, Atmospheric and Vacuum Distillation Units, Tube Stills, 
Fractionating Towers, Treating Plants, Gasoline Absorption, Stahilizing and Debutanizing Plants, and all types of Heat Exchange Equipment. 
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BR anrication of the agreement drawn up in the course of 
the international oil conference at Paris does more than merely 
to remove the threat of market unsettlement 
through the offering of distress cargoes of Rou- 
manian gasoline. Its chief benefit is the crea- 
tion of a better understanding than has 
heretofore existed among the principal international oil interests 
and the demonstration it has afforded of the possibility of arriv- 
ing at an equitable and workable arrangement by bringing to- 
gether the representatives of these interests around the council 
table. Critics of the conference point out that stabilization is 
not yet assured since Russia is still outside the agreement. As 
we have taken occasion to remark previously, however, the 
menace of Russian oil has been greatly exaggerated. 

The Soviet Union has figured prominently in the oil news pub- 
lished in the daily press during the past two months and the 
representatives of the Soyouznefteexport undoubtedly have 
been active in seeking outlets for their production. Examina- 
tion of the widely heralded contracts with France, with Canada 
and with Japan reveals, however, that the total tonnage involved 
isnot tremendous. The sale to the Petrofina Francaise to which 
great importance was attached did not represent the opening of 
new territory inasmuch as Soviet petroleum products have been 
going to French consumers heretofore. The arrangement 
concluded with the French company in August last provides for 
the annual sale of 500,000 tons of which it is understood that 
400,000 tons will consist of crude. An agreement not to sell in 
excess of the amount covered by this contract is one that tends 
to stability rather than the contrary and is the sort of under- 
taking that a group of international oil interests very likely 
would have proposed had they been parties to the negotiations. 

Similarly the contract concluded during the past month by 
Japanese bankers in Moscow represents merely a new agreement 
applying to a territory in which Russian oil long has had a sub- 
stantial market. The Canadian transaction by which Soviet 
crude oil is bartered for aluminum is of a different sort and falls 
into the same class as the exchange of American wheat for 
Brazilian coffee, a special deal not likely to lead to the develop- 
ment of a continuing trade. According to official sources the 
value of products involved in this transaction amounts to but 
$430,000 instead of $1,000,000 as reported in the daily press. 

Those who insist upon finding some malign purpose in every 


Russia and 
International 
Trade 
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commercial transaction undertaken by the Russians probably 
are overburdening their imaginations. The Soviet policy ap- 
pears a fairly simple one, namely to obtain much needed francs, 
pounds or dollars as a means of payment for manufactured 
products in the absence of other means of creating credits. It is 
significant that the recent advance in the price of petrol in Eng- 
land was promptly followed by the Soviet sales organization 
which apparently is no more eager than private companies to 
sell its products at a loss. Those who insist on foreseeing dis- 
aster for the petroleum industry unless a definite treaty is made 
between Russian and other oil interests very likely are borrowing 
unnecessary trouble. A distinction should be drawn between 
Soviet commercial policy and Soviet propaganda. While there 
may have been excellent reasons for calling the conference with 
Russian representatives which was held in New York in May 
there is no evidence that the major oil companies feel that the 
welfare of the industry or their own interests require an imme- 
diate reversal of their present policy of aloofness. 
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BRocazss during the earlier months of the year in gradu- 
ally reducing the output of crude oil from American wells to a 
figure more nearly in keeping with reduced 
Texas and Oil market requirements than had prevailed previ- 
Conservation ously inspired a considerable degree of hope 
that the improvement might continue until the 
total production was brought down to 2,000,000 bbl. daily. 
Confidence in this outcome was somewhat shaken, however, by 
the action, early in September, of the Texas Railroad Commis- 
sion in increasing the allowable daily outturn of wells in East 
Texas field from 43 to 50 bbl. At the same time the Commis- 
sion ordered a ten percent reduction in output from other Texas 
fields but on account of the preponderance in the number of 
wells located in East Texas the net result of the Commission's 
action in authorizing an addition of over 50,000 bbl. to the quota 
for East Texas was to increase by fully half that quantity the 
authorized outturn for the state as a whole. 

Fears that this relaxation in the progressive reduction of al- 
lowable heretofore followed might lead to similar action in other 
states and result in a chaotic situation so far as crude oil prices 
are concerned do not seem to be shared by well-informed oil 
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men in Texas. They attribute the recent action of the Texas 
Railroad Commission to the exigencies of state politics and to the 
demands of local sentiment rather than to a definite policy of 
weakening official control. While conflicts between the inter- 
ests operating various fields within the state crop up from time 
to time the disastrous results of an opening of the floodgates to 
uncontrolled production are so well appreciated that there is 
little danger of such an eventuality. Some of the apprehension 
created by the order of the Railroad Commission increasing the 
allowable production per well to 50 bbl. daily was removed by 
the Commission’s subsequent action in reducing this figure to 
46 bbl., although this was due to the increased number of wells 
operating. 

It is hard for those who are not directly acquainted with 
operating conditions in Texas to understand the difficulties that 
attend attempts at the regulation of oil production within its 
borders. The various Texas fields differ greatly in character and 
in the conditions under which oil is produced. East Texas 
presents problems not encountered elsewhere arising from the 
multiplicity of small proprietors and leaseholders. The weak- 
ness of the state conservation law itself, which specifically for- 
bids taking into account economic waste and makes physical 
waste the only basis of regulation, militates against the adoption 
of a vigorous policy of control even were the Commission dis- 
posed to follow such a policy. The political character of the 
Commission with members elected by popular vote does not 
tend to the selection as commissioners of men qualified by ex- 
perience in oil field development and operation. Uncertainty 
as to the legal interpretation which the courts will apply to cer- 
tain clauses in the law is another factor tending to weaken state 
control under the present plan of organization. 

What Texas apparently needs in order to deal effectively 
with its problems of production is a clear cut control measure 
sufficiently flexible to apply to the various conditions prevailing 
in the different fields. Failing that a partial substitute might 
be provided by a judicial construction of the existing law that 
would broaden the authority of the State Commission to cope 
with new conditions as they arise. In the latter respect there 
may be a strengthening of the Commission’s position as a result 
of the court action now under way which provides for a complete 
review of the legal situation. 

Fear that the recent political overturn in the state by which 
Governor Sterling probably will be replaced in his official posi- 
tion by Mrs. Miriam (Ma) Ferguson may lead to a breakdown of 
conservation likewise is discounted in well informed circles 
within the state. While it is generally recognized that Mrs. 
Ferguson will rule by proxy for her husband, the latter has 
reiterated on numerous occasions his approval of orderly produc- 
tion and marketing. 

One serious evil that has grown to threatening proportions in 
Texas is the so-called stealing of oil or its production in excess of 
the allowable fixed by the state authorities. This illicit output, 
piped into motor trucks under cover of darkness, is conveyed to 
some convenient market and sold at prices well below the level 
maintained for the legitimate yield of the wells. The character 
of the country in which the East Texas field is located and the 
lack of an adequate force of inspectors makes evasion of the 
proration orders a comparatively simple matter. Naturally no 
statistics are available as to the amount of oil that leaks out of 
the field through these operations. Estimates by men familiar 
with local conditions put the figure as high as 25,000 to 30,000 
bbl. daily. This steady flow of oil sold much below the estab- 
lished market level weakens the price structure and penalizes 
honest operators to the benefit of those who are willing to evade 
the law. The gravity of this situation has resulted in many 
protests to state and local officials and one of the members of the 
Railroad Commission recently announced that more vigorous 
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action would be taken to stop the systematic evasion of the 
proration regulations. 

Aside from their laxness in preventing violations of their regu- 
lations the Texas authorities, considering the indifferent quality 
of the instruments with which they have had to work, seem to 
have done fairly well in stemming the mounting flood of oil with 
which they were faced a year ago. While any rise in crude out- 
put is to be deplored at this season of the year and in a time of 
falling demand for finished products it is to be hoped and ex- 
pected that Texas will continue to assist by practice and example 
in the advance toward a more satisfactory degree of stabilization 
in crude oil production. The lesson that unrestrained production 
is bound to have a disastrous effect on prices has not been lost. 


Vv 


Poossisnunes of embarrassment to the petroleum industry 
and injury to the interests of small producers through mis- 
directed Congressional zeal are contained in a 
Pipeline _ proposal discussed by the well-known petroleum 
Segregation economist, Joseph E. Pogue, on other pages of 
thisissue. This legislative project, put forward 
by Representative Hoch of Kansas, would require producing and 
refining companies to divorce themselves from ownership in 
pipelines. At the present time pipelines are common carriers 
in the United States, having been so defined by the Hepburn 
law of 1906, but they are not subject to the commodities clause of 
this act. This provision of the law, originally directed against 
the ownership of coal lands by railway companies, would make it 
unlawful for oil companies to hold ownership in pipelines if 
applied as Representative Hoch and his supporters advocate. 
As Dr. Pogue points out oil pipelines have been developed 
mainly as an extension of the operations of refining companies 
for the purpose of assuring adequate supplies of crude. Their 
economic effect has been to transfer the markets for oil to the 
producing fields instead of leaving it at the point of principal 
demand as is the case with most staple commodities. To 
separate these transportation facilities from the companies now 
owning them would require the raising of a large amount of new 
capital estimated at $750,000,000. It would interject an addi- 
tional step in the process of conveying oil from producer to 
consumer and the necessity of providing adequate earnings for 
the pipeline companies probably would increase the cost of 
finished products to the consumer or decrease the amount 
received by the producer. The small producer probably would 
be put to more trouble in the sale of his oil and with two in- 
dustries to support in place of one the economic effect would be 
an increase in cost to be borne by some part of the general 
community. Certainly the provision of pipeline facilities in 
response to the development of new fields would not take place 
as quickly as at present when the striving of competing interests 
to gain access to these new supplies is the motivating factor. 
Since pipelines at present are subject to federal regulation and 
are required to extend equal treatment and to charge uniform 
rates to all users it is difficult to see any public advantage in the 
proposed segregation. The hearings conducted by a Con- 
gressional committee failed to develop any coherent argument in 
support of the plan. The fact that the present arrangement is 
working smoothly and to the advantage of the general interests 
of the oil industry and that a change in the organization of the 
system would be in the words of Dr. Pogue, ‘“‘disturbing, dis- 
ruptive and with consequences not along the lines contemplated 
by the proponents of the plan’”’ is not in itself any assurance that 
the bill may not become law unless those whose interests would 
be adversely affected by it bestir themselves to present their 
objections when the proposal comes up again in Congress. 
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Will East Texas Nullify Conservation? 


Quick Shifts in Popular Sentiment, State Poli- 


tics and Inadequate Laws Complicate Efforts to 


Hold Texas in Line for Stabilization. 


Texas has given the world many a 
shock since the first Spindletop gushers 
signaled the emergence of a new oil em- 
pire. Some of these shocks have as- 
sumed major proportions, but none has 
equalled the disturbance created during 
the past three years by the East Texas 
field. 

Any discussion of conservation in Texas 
today is a discussion of this huge petro- 
leum reservoir which will be three years 
old in October. Without the East Texas 
field, conservation and proration and cur- 
tailment problems would be simple—at 
least relatively simple compared to what 
they are today. 

The Gulf Coast is difficult to handle 
because in most of the coastal fields each 
well is a problem of its own which should 
be treated separately. Principal fields 
of that region, however, are susceptible 
to curtailment and may easily be held 
within bounds. 

Southwest Texas offers no serious stum- 
bling block to curtailment. Most of the 
wells fall under the “‘ marginal”’ classifica- 
tion. Restrictions are working effec- 
tively in the newer fields. 

Water, the blessing and the curse of 
petroleum production, is taking care of 
the West Texas situation. Regardless of 
what happens in other sections of the 
State, the Yates Field which is probably 
capable of producing 4,000,000 bbl. of 
crude daily for many days (too many) 
will be held close to its present outlet of 
65,000 bbl. daily. 

The Van Field in East Texas probably 
will continue producing its 50,000 bbl. 
daily regardless of events, although capa- 
ble of yielding several times that amount. 

The problem of conservation in Texas, 
therefore, centers around the field known 
as East Texas which, due to its 120,000 
acres and its 50 ft. of sand and certain 
physical peculiarities, has consistently 
frustrated the efforts and upset the cal- 
culations of leaders who have endeavored 
to stabilize this unstable industry. 

Unfortunately, stabilization is not nec- 
essarily conservation, and conservation 
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is not necessarily proration. The pe- 
troleum industry is interested in stabiliza- 
tion which, today, means curtailment of 
production to market demand. Prora- 
tion, as it is understood today, is a device 
used to secure curtailment. In the 
majority of fields, proration results in 
conservation of resources. In certain 


cases, stringent curtailment may result in 
Engineers for 


actual physical waste. 





Governor Ross Sterling of Texas 


major oil companies in the Yates field 
testified to this effect. 

The question whether curtailment in 
the great East Texas field is too stringent 
is now before the courts. 

Under the laws of Texas, ‘“‘economic 
waste”’ can not be considered by the 
State’s regulatory body in charge of oil, 
the Railroad Commission, in formulating 
its orders to restrict production. The 
law expressly prohibits wasteful produc- 
tion, transportation, storage or other 
usage “provided, however, this shall 
not be construed to mean economic 
waste.”’ 


And it further says, “‘ Nothing in this Act 
shall require the owner of any gas and/or oil 
well to curtail the production thereof unless 
the same is being operated in such manner as 
to constitute waste as herein defined.” 

Further, “‘No part of this Act shall be con- 
strued so as to prevent the storage of oil ex- 
cept for the prevention of physical waste.” 

The only effective proration in Texas 
today is that enforced by the pipeline 
companies. The only logical proration is 
that based on market demand. It is 
impossible, legally, to compel a company 
to purchase oil which it does not want. 

Yet the laws of Texas prohibit, in no 
uncertain language, consideration of mar- 
ket demand. 

Vast majority of East Texas producing 
companies, individuals and royalty owners 
favor curtailment, proration and stabiliza- 
tion. Certain companies and individuals, 
due to special reasons, object to curtail- 
ment. Some take this position because 
they have markets for their product and 
can profit by unrestricted, cut-throat 
competition; others hold to it on general 
principles because they realize the hypoc- 
risy involved in holding East Texas to 
325,000 bbl. daily on the ground of phys- 
ical waste, or because they believe hon- 
estly that all efforts to tinker with the 
law of supply and demand are doomed to 
failure, or because they are disgruntled 
and simply out of patience. Rather than 
go broke by degrees, some of them say 
they prefer to end the process quickly. 

Majority of Texas oil men favor orderly 
production, prefer proration, where ad- 
ministered fairly, to the old ‘‘law of the 
jungle.’’ Where proration is not en- 
forced equitably, however, they know it 
penalizes the man who “plays the game.”’ 

The difficulty in East Texas is that 
‘‘physical waste”’ is so difficult to prove. 
Competent engineers are divided on the 
subject. Restricted by statute to physi- 
cal waste, the Railroad Commission has 
hunted for waste in all its forms, has tried 
every possible course. In the majority 
of fields, gas-oil ratios offer an easy way 
out. Any judge can be convinced that 
gas should not be wasted. Unfortu- 
nately, East Texas oil is undersaturated 
with gas. Gas-oil ratios remain the same 
regardless of rate of flow. 

Water intrusion is another form of 
waste easily understandable. Water, 
however, underlies less than half of the 
East Texas Field and its rate of intrusion 
is a subject of debate today. 

Theories of waste based on bottom hole 
pressures and reservoir energy require 
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lengthy, technical explanations. Theo- 
ries which might well apply toa field under 
unit ownership are questionable in a pool 
split up among several hundred different 
operators. Under proration, as practiced 
in the East Texas field, property values un- 
doubtedly are transposed in certain cases. 

It always has been held by the courts in 
Texas that a man is entitled to all the oil he 
can extract from his land. The only de- 
cision contrary to this principle was that 
handed down in the Danciger case, but 
the Supreme Court granted a writ of 
error and is now considering it. If the 
Supreme Court decides in favor of the 
state, the conservation problem will be 
greatly simplified. The new conception 
of a landowner’s rights, known as the 
“correlation theory’’ undoubtedly will 
develop and become a part of the law but 
such is not the situation today. Under 
the ‘‘correlation theory’? a neighbor is 
entitled to damages if his property is in- 
jured, and wasteful production of oil will 
likely be construed as injury. 

The Railroad Commission has found 
itself between two fires. Oil men, need- 
ing curtailment of East Texas to prevent 
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demoralization of the industry, plead 
with the Commission to stop unnecessary 
drilling. But that was impossible on 
grounds of waste. An operator may be 
a poor business man if he drills two wells 
where one would get the oil, but he doesn’t 
necessarily create physical waste. The 
tremendous number of wells in the East 
Texas field today, however, is the most 
serious obstacle to curtailment. The 
wells are pinched to such a point that the 
majority of them are opened briefly each 
day, flowing their quota in a few hours, 
and are then closed for the remainder of 
the day. 

Stabilization demands that East Texas 
be held down to 325,000 bbl. daily. All 
operators who are able to look ahead 
favor this course, but under the laws of 
Texas the difficulties of attaining the goal 
are great. 

Perhaps a clearer appreciation of the 
situation, and some understanding of the 
means by which the difficulty has been 
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avoided so far, can be gained by tracing 
briefly the events of the past year, since 
the East Texas situation became acute 
and more particularly since Governor 
Alfalfa Bill Murray of Oklahoma evolved 
the idea of using bayonets to raise the 
price of crude oil. 

It was on August 4, 1931 that the 
shrewd mustachioed governor of Okla- 
homa called out the guard and announced 
that he would keep soldiers on the derrick 
floors until crude oil sold at a dollar a 
barrel. His action evoked a burst of 
enthusiasm. Small independent operat- 
ors started talk of nominating Murray 
for President. The big company execu- 
tives in Oklahoma sat quiet and said 
nothing. There were some protests but 
the Oklahoma City gushers remained 
closed; crude oil began coming out of 
storage; there was no serious contest 
against the Governor’s use of military 
power. 

Across the line in Texas at that very 
time the State Legislature was struggling 
in extraordinary session to enact new oil 
laws. Highest priced crude in Texas at 
the time was top grade in the Gulf Coast 
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Texas Railroad Commission. 


sioner for a four year term; V. 


district selling at 42 cents a barrel. West 
Texas oil brought 10 cents and East 
Texas oil was selling at any price a buyer 
was willing to pay, from five cents a 
barrel up. Production of the East Texas 
field averaged 650,000 bbl. daily and 
mounted steadily. 

After devoting more than half of the 
30-day special session to a farcical in- 
vestigation of the petroleum business 
the legislators spent the final 15 days 
haggling over several proposed relief 
measures. <A few minutes after midnight, 
August 13, 1931, but with the clock turned 
back, the wearied lawmakers finally 
rushed through a compromise bill and 
adjourned. In the early hours of the 
following morning Governor Sterling af- 
fixed his signature and declared the new 
law much better than the old one, saying, 
““Tt has teeth in it.”’ 

Many oil men and lawyers lacked the 
Governor’s confidence in the dental at- 
tributes of the new measure. In any 
case 10 days must elapse before the Rail- 
road Commission could promulgate new 
orders, because the law requiring a 10-day 
notice of hearing had not been changed. 
Everybody knew what was going to 
happen. On the following night, at a 
mass meeting in Tyler, headquarters for 
the East Texas district, Governor Sterl- 
ing was urged to close in the field 
completely until the Commission could 
assume control. A five-minute demonstra- 
tion followed mention of Governor Alfalfa 
Bill Murray’s name from the platform at 
this mass meeting. 

No doubt the East Texas field will go 
down in history with many records to its 
credit. It isa field that can be described 
only in superlatives. But probably no 
record will be regarded by historians as 
more amazing than the part played by 
local politics and crowd psychology. 

No other major field has been developed 
under the influence of so many mass 
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Reading from left to right, Ernest O. Thompson recently elected commis- 
V. Terrell, chairman, recently re-elected for a six year term; Lon A. Smith. 


meetings. In January, 1931, the masses 
assembled in the courthouse at Tyler re- 
fused to listen to anything but demands 
for free and untrammeled drilling devel- 
opment. Local leaders wanted to find 
out how big the field was. Every land- 
owner who might possibly be ‘‘in the 
money’”’ was declared to have the right 
to get a well drilled on his property. 
Shortly afterward, Carl Estes, militant 
Tyler editor, threatened prorationists 
with the declaration that troops would be 
necessary to enforce any kind of a shut- 
down. On August 14, the assembled 
people demanded the use of troops with 
the same bursts of enthusiasm they had 
previously shown on the opposite side of 
the question. 

On August 17 General Jacob Wolters 
and his troops moved toward Kilgore, 
center of the East Texas field. Produc- 
tion reached a peak of 1,200,000 bbl. on 
August 16, the greatest flood of petroleum 
that ever issued from a single oil field in 
one day. Two days later, scarcely a 
barrel of oil came out of that same field. 

Texans, unlike Oklahomans, didn’t 
wait long to voice a protest against mar- 
tial rule. Unlike Governor Murray the 
Texas Chief Executive had no clear 
mandate for the use of military force. A 
group of East Texas independent refiners 
met in Dallas Wednesday, August 19, 
complaining that they faced a complete 
shutdown. Heading the group stood 
Eugene Constantin, whose suit against 
Governor Sterling and others still stands 
in the way of production control. 

General Wolters’ high school boys 
gave hard-pressed oil producers many a 
laugh as they rode through the piney 
woods and tinkered with pressure valves 
they had never seen before. To some of 
them the saddle was just as unfamiliar as 
a derrick, and stories of their suffering 
have become a part of the tradition of this 
field. 


Combined restrictions of Oklahoma 
City and East Texas now kept approx- 
imately 1,000,000 bbl. of crude daily off 
the market. On August 21, The Texas 
Company announced a crude price ad- 
vance in other areas. On the day follow- 
ing, Humble Oil and Refining Company 
met it. So did others. On August 24 
Phillips Petroleum Company offered to 
pay $1 a barrel for Oklahoma City crude, 
but other buyers refused to give in to 
Governor Murray’s demand. 

Next day, Texas oil men flocked to 
Austin where they pulled and hauled at 
the Railroad Commission, each group 
seeking to secure the enactment of East 
Texas field rules which would benefit his 
own properties. Those with small tracts 
wanted the total field allowable divided 
equally among all wells in the field. 
Some big companies advocated the same 
thing. Others urged a ruling based on 
both potential and acreage. 

After four days of contention and 
wrangling, with everyone considering his 
own interests and forgetting about the 
other fellow’s, matters seemed in a worse 
muddle than they had been previously. 
To make matters worse, internal dis- 
sension among the three commissioners 
came to a head. Finally, reports from 
Austin indicated that each well, regardless 
of its capacity or sand thickness or any 
other factor, would be allowed to produce 
225 bbl. daily. 

Conferences followed this rumor. Gov- 
ernor Sterling announced that the order 
had not yet been written. Said he, ‘‘ The 
people of East Texas are very much dis- 
turbed over the rumor that the order will 
provide for 225 bbl. per well.” 

Said Chairman Terrell of the Commis- 
sion, ‘‘ We have to add to, and take from, 
gg 

Nevertheless, little was added to it or 
taken from it. The order was issued in 
defiance of the governor’s statement that 


415 








it ‘‘will not go into effect until I put it in 
effect.” 

Valves of more than 1,800 East Texas 
wells were opened September 5, after 19 
days of military suppression. The price, 
in the meantime, had risen from no more 
than 15 cents a barrel before the shut- 
down, to 68 cents. 

Exactly two weeks after promulgating 
the original order, the Commission re- 
duced the allowable per well to 185 bbl. 
and 161 new locations were staked in a 
single week. 

Oklahoma City’s wells, meanwhile, 
remained entirely shut in. First at- 
tempt to test legality of martial law in 
that state came October 6 when Russell 
Petroleum Company filed a petition in 
Federal Court at Oklahoma City. Four 
days later, the field was partially opened. 
But the oil didn’t bring a dollar. Aver- 
age 36 degree gravity crude sold for 62 
cents. 

While soldiers were kept in the East 
Texas field after the new Railroad Com- 
mission order went into effect September 
5, martial rule ceased on that date. On 
October 13, however, a small company 
named Brock Lee Oil Company, obtained 
an injunction from Federal Judge Ran- 
dolph Bryant against the Railroad 
Commission, General Wolters and other 
military officials, restraining them from 
enforcing the curtailment regulations. 

As soon as Governor Sterling heard 
about it, he issued executive orders to 
Wolters, commanding the General to 
allow no well in the field to produce more 
than 165 bbl. daily, the current figure 
established by the Commission. Wolters 
closed in the wells. Judge Bryant said 
something about swearing in more federal 
marshals than Sterling had soldiers, but 
public sentiment in East Texas as well 
as among many independent operators 
throughout the state approved the Gov- 
ernor’s action, and certain leaders hinted 
that the Citizens’ Army in Rusk and 
Gregg counties outnumbered the com- 
bined forces of the law. 

Sporadic attempts to alter the prora- 
tion basis in East Texas met with violent 
protests from many small operators. 
The vast majority of independent oil 
men, by the very nature of their business, 
are rank individualists. Most petroleum 
fortunes were founded on small tracts of 
land which produced huge quantities of 
oil quickly. Several of the major com- 
panies received their start on exceedingly 
small tracts. East Texans, having read 
and dreamed about these miraculous 
bounties of nature, naturally fought for 
“their turn” as they called it. Prora- 
tion leaders, without previous political 
experience and largely untrained by their 
profession to consider diplomacy as a 
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necessary factor, underestimated the im- 
portance of the human element. This 
was natural because nowhere before had 
the oil men dealt with landowners in 
large numbers—after leases were signed. 
In West Texas and the Panhandle, 
ranchers drive shrewd bargains and com- 
pel companies to fulfil rather drastic 
terms of contracts, but on the whole 
they are good business men who can be 
reasoned with. Not so in East Texas. 

Any move made by oil men, regardless 
of their personal integrity or the extent 
of their holdings, was met with suspicion 
and was counteracted by opposition of 
local leaders. 

On October 22, Judge Bryant ordered 
General Wolters to appear and show cause 
why he should not be held in contempt for 
disregarding the court’s decree of October 
13. 

On November 1, forty-eight land and 
royalty owners held a mass meeting at 
Henderson and wired Governor Sterling: 

Peace and harmony are essential to the 
welfare of our great oil field and the same 
can be maintained only by the application 
of common fairness in permitting all wells 


to produce alike inasmuch as the cost per 
well is alike. 


Various devices to reduce production 
were attempted. Even religion was in- 
voked. The first Sunday shutdown on 
December 20 reduced output of the State 
sufficiently to cause a 100,000 bbl. drop 
in the daily average estimate for the week. 
Like all cooperative attempts involving 
East Texas, however, the scheme grad- 
ually disintegrated. In February of this 
year, hope of its success had been aban- 
doned and restrictions on Sabbath pro- 
duction were lifted February 21. 

Hope of a favorable decision from 
Federal Judge Hutcheson, whose sarcastic 
remarks in the Constantin-Wrather case 
in January had embarrassed Governor 
Sterling and General Wolters, likewise 
had been abandoned. In preparation 
for the blow, the Railroad Commission 
heard more testimony February 12 and 
was further puzzled by conflicting testi- 
mony about bottom hole pressures, wa- 
ter encroachment and gas-oil ratios. 

A court decision, entered at Tyler 
February 18, held in effect that Governor 
Sterling had exceeded his authority in 
enforcing oil proration by military orders. 

A restraining order was entered Feb- 
ruary 26, enjoining the Governor and the 
military from interfering with operation 
of properties owned by E. Constantin 
and J. D. Wrather. Judge Hutcheson, 
however, made it clear that his injunction 
restrained only the Governor and the 
militia, did not apply to the Railroad 
Commission. 

Governor Sterling, therefore, dubbed 
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these properties ‘‘a little kingdom all its 
own”’ and turned them over to the Com- 
mission, maintaining his soldiers in com- 
mand of all other properties. Eight other 
disaffected small producers clamored for 
similar injunctions. Former Governor 
Dan Moody sped to Washington, ap- 
pealed to the United States Supreme 
Court for stay of execution, was denied. 

Then for the first time, somebody at 
Austin had a truly brilliant idea. The 
Railroad Commission applied for, and 
obtained, counter injunctions against the 
injunctions to stop their regulations. 
Federal Judge Bryant, on March 7, set a 
precedent by granting the cross-injunc- 
tion. 

Ten groups of operators had obtained 
injunctions, thus driving troops from 
their properties, only to find the soldiers 
supplanted by Commission supervisors. 

On April Fools Day, Governor Alfalfa 
Bill Murray’s demand for dollar oil was 
finally fulfilled. Some independents at- 
tached significance to this. Price of 
East Texas crude rose to 98 cents, and top 
price for Mid-Continent oil climbed to $1. 
Then, on April 11, an act of violence oc- 
curred. A loading rack belonging to 
Alfred Macmillan, one of the early prora- 
tion objectors, was bombed. Sterling’s 
original martial law proclamation had 
warned against just such a possibility as 
this. 

On April 16, Federal Judge Bryant 
heard complaints of objectors who sought 
to dissolve the cross-injunctions which the 
Railroad Commission had obtained, but 
he refused all requests. Injunction cases 
were grouped together and set for hearing 
May 30. Decisions on everything con- 
nected with martial law were deferred 
until after that hearing. 

Within the Railroad Commission itself 
a notable feud reached its climax. For- 
mer Governor Pat Neff, whose fight with 
the other two members, Terrell and 
Smith, had kept the Commission in a 
turmoil for more than a year, was resign- 
ing to take the presidency of Baylor Uni- 
versity at Waco, Texas. As a parting 
shot, on May 7, he charged Chairman 
Terrell with appointing 112 men to 
Railroad Commission jobs just to enhance 
his own political strength. Also, he laid 
the blame for failure to enforce the gas 
conservation law at Terrell’s feet. 

A ray of hope for stabilizers of the 
industry appeared in the sky May 1' 
when the United States Supreme Court 
upheld Governor Murray’s proration ii 
Oklahoma in the Champlin case, bu 
punitive provisions in the opinion wer: 
vague and unsatisfactory. Way was lef' 
open for further litigation. 

Texas is not Oklahoma, however, : 
fact which many persons outside of th: 
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Lone Star State find difficulty in under- 
standing. 

At Houston, Texas, on May 30, Federal 
Judge Hutcheson and two colleagues 
listened to arguments, made his cus- 
tomary sarcastic comments. Conserva- 
tionists left the hearing extremely doubt- 
ful and dubious over the outcome. 

Then, on June 8, another blow fell. 
Three Federal judges sitting in Austin 
pronounced the statute known as the 
‘““Common Purchaser Act” unconstitu- 
tional. The case on which the opinion 
was delivered applied to gas lines only, 
but oil men felt that the same opinion 
would be handed down in a similar case 
involving oil pipelines if it ever came to 
court. The statute in question provided 
for ratable takings, attempted to prevent 
discrimination as between producers in a 
field and as between fields in the state. 
It provides that no common purchaser 
shall abandon any of its connections 
except under authority of the Commis- 
sion, but expressly provides that: 

Nothing in this Act shall authorize the 
Commission to limit, fix or adjust the amount 
of the production of crude petroleum oil or 
natural gas within the State, or from any pool 
or area within the State, for the purpose of 
balancing the amount of such production with 
the current demand or market demand for 
such oil or gas. 

Another act of violence against proper- 
ties of proration objectors flared up June 
13 when Tyler Pipe Line Company’s 8- 
inch line in the East Texas field was 
bombed. Head of Tyler Pipe Line Com- 
pany is Clint W. Murchison, consistent 
fighter against proration since original 
efforts in Winkler County in 1928. 

Various other acts tending to arouse 
authorities happened from time to time. 
Unknown persons opened valves on some 
Magnolia Petroleum Company (Standard 
Oil of New York) wells in East Texas one 
night and the tank battery overflowed as a 
result. 

On June 23, the Railroad Commission 
wrote a new East Texas order, setting the 
allowable output per well at 51 bbl. for 
the period July 1 to September 1, and 
naming no top figure for the field as a 
whole. Oil men saw the danger of this, 
and protested. ‘‘Subject to the action of 
the Democratic primary in July” they 
accused. Terrell and Thompson were up 
for re-election and East Texas is a thickly 
populated section. 

New oil wells continued to embarrass 
the East Texas Pipe Line Committee, a 
cooperative organization formed to secure 
connections for all wells. On July 6, 
however, the Committee held its most 
successful meeting, securing connections 
for 68 new producing wells. Pipelines 
protested, however, that their demands 
for East Texas oil were already satisfied. 
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On July 16, the Commission announced 
the fifteenth reduction in East Texas per 
well allowable in 10 months. In those 10 
months, 4,950 producing wells had been 
completed. The production allowable had 
dropped from 225 bbl. to 46 bbl. per well. 

Three days later, Federal Court opinion 
on the case heard at Houston May 30 
was announced. This was really the same 
case which started October 13, 1931, but 
which had been rather neatly side-stepped 
during the nine months by Sterling’s 
martial law intervention, and by the 
Commission’s counter-injunctions pre- 
viously mentioned. 

Every oil man who read the new 
opinion was puzzled. The judges frankly 
told the plaintiffs (proration and martial 
law objectors Constantin and Wrather 
and eight other disaffected operators 
whose cases had been grouped together) 
that they had not established proof of 
their charges, namely, that ‘‘conservation 
measures have been enacted in a sweeping 
way as part of a general program to 
restrict production.” 

The judges expressed certain views, 
however, which indicated that the fight 
was not yet won or lost. 

Control within limits is one thing; control 
pressed to the denial of useis quite another. . . 

There is yet a limit to the power of police. 
This limit is reached when the regulation 
transcends the public necessity. 


It is upon this branch of the case, whether 
the (Railroad Commission) orders transcend 


necessity, that we have had our gravest mis- 
givings. 

To the surprise of oil men who thought 
this case had already been tried at Hous- 
ton May 30, the judges suggested that it 
be tried on its merits, and accordingly it 
was set for September 19. 

On July 28, lawsuits were filed on be- 
half of the Commission in Rusk county, 
charging certain East Texas operators 
with violation of the Commission’s orders 
and asking $500,000 in penalties. 

July 31, the Commission reduced East 
Texas allowable per well to 44 bbl. 

Ten days later, defendantsinthedamage 
suits obtained injunctions restraining the 
Commission from prosecuting them until 
after their trial in September. Charges 
that much oil was being stolen from the 
East Texas Field and that the attorney 
general was lax in prosecuting violators 
monopolized attention during August. 

Some 200 oil men filled the Commis- 
sion’s hearing room in Austin, August 29 
and 30. They heard Chairman Terrell 
open the hearing with familiar words; 

Under the law, we can permit no testimony 
except that relating to physical waste. And 
we must consider each field by itself. We 
cannot consider any field in relation to the 
State as a whole. 


Competent engineers testified that the 
East Texas Field should not be allowed 
to produce more than 325,000 bbl. daily. 


(Continued on page 450) 
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Improved Finaneial Outlook Reflected 
in Oil Company Reports 


Financial Results in the First Part of 1932 Show 


the Petroleum Industry Alone in Stemming the 


Flood of Depression. Improved Statistical Posi- 


tion Responsible. 


| 

Conrrary to the general industrial 
and business trend this year the petroleum 
industry has demonstrated a substantial 
improvement, not in the volume of its 
business but in the profitableness of its 
operations. What are the factors that 
made this possible and what indications 
for the future are to be found in this 
year’s accomplishments? 

Back in the latter part of 1931 when the 
foundation for the improved conditions of 
this year in the oil industry were being 
laid, the demoralization of prices and 
profits had been so severe in the im- 
mediately preceding period that a great 
skepticism was bred in the consciousness 
of the industry and it seemed hardly 
possible that this would be the only one 
of our important industries to escape the 
continued downward trend of the first 
half of this year and report profits in ex- 
cess of the first six months of 1931. But 
that such has been the case has been 
amply proved by the uniformity with 
which oil company reports for the second 
quarter and first half of 1932 have been 
showing gains in earnings over the cor- 
responding periods of 1931. 

The great achievement of the industry 
which made this possible has been the 
control of crude production in flush areas 
by proration regulations backed by gov- 
ernmental authority of the several states 
most concerned. What this has meant in 
bringing the effective raw material supply 
into line with demand is indicated by the 
production record over the past year and 
a half. The meteoric development of the 
East Texas field occurred during the first 
half of 1931, causing an increase in the 
country’s output from the 2,121,000 bbl. 
daily average of January to 2,523,000 bbl. 
average for July, 1931. The climax was 
reached with the martial law régimes in 
Oklahoma and East Texas which brought 
an abrupt drop in production in August 
to a daily average for the month of 2,194,- 
000 bbl. September was slightly lower 
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at 2,146,000 bbl. and was followed by 
moderate increase in the final quarter 
which averaged 2,393,000 bbl. This 
trend to higher output would have caused 
recurrent price weakness had not renewed 
efforts toward curtailment proved effective 
and sufficient to keep production in the 
first half of this year below 2,200,000 bbl. 
daily average. July, 1932, averaged 
2,139,000 bbl., August approximately the 
same, and a slight increase is indicated for 
September, although the figure will still 
remain below 2,200,000 bbl. 

A factor in 1931 oil history that is often 
overlooked because of the prominence of 
the steep declines in prices and profits, 
was the net withdrawals from stocks 
above ground of both crude and refined 
products. At the end of the year crude 
stocks stood at 370,919,000 bbl., a decline 
from the beginning of the year of 40,963,- 
000 bbl., or 10 percent; stocks of all oils 
were 621,673,000 bbl., a decline of 44,- 
989,000 bbl., or 6.8 percent. This light- 
ening of the inventory burden together 
with the close control of output, made 
possible the higher price structure of this 
year. Effective on August 22, 1931, the 
posted price of Mid-Continent crude was 
raised to a top of 70 cents a barrel for oil 
of 40 deg. gravity and above, compared 
with the previous top of 42 cents a barrel 
which had been in effect since July 24. 
Increasing evidence that production con- 
trol was not likely to break down brought 
another rise in the posted price on Novem- 
ber 2 to a top of 85 cents a barrel; and on 
April 11, 1932, this was raised to $1 a 
barrel, the goal which Governor Murray 
had announced when instituting martial 
law in Oklahoma the previous summer. 
There has been no change since that time, 
and broadly speaking gasoline prices over 
the past year have followed the course 
of crude prices (as they always tend to 
do in the long run), although with less 
uniformity and more fluctuations than 
the posted price of crude. 


Thus it has been in the past year as 
throughout the history of the industry 
that rising price levels and profits resulted 
from balancing of effective supply at or 
below indicated demand. But always in 
the past the industry has been favored by 
a steadily increasing demand for its 
products, resulting from the development 
and exploitation of the internal combus- 
tion engine, especially as applied to the 
automobile. The ever growing market 
for gasoline carried on in this country 
through 1931, despite the depression, 
although exports last year showed a 
decided drop. The overall demand for 
oil products in 1931 declined about five 
percent from 1930 as measured by the 
statistics of the Bureau of Mines, but 
domestic gasoline consumption, by the 
same statistics, increased about two 
percent. 

The picture of consumption outlined by 
the statistics now available for the first 
seven months of 1932, however, has de- 
parted from the precedent of many years. 
A definite and steadily increasing reces- 
sion in demand is revealed which aggra- 
vates and makes much more difficult the 
problem of the industry in the control of 
output to balance consumption. Total 
demand declined about 814 percent from 
the same period of 1931, with all indica- 
tions pointing to a steadily increasing rate 
of decline as the year has progressed. 
Gasoline is the principal money product of 
the industry, and its consumption con- 
stitutes the most important item in the 
demand aspect of the statistical position. 
Demand for this product declined in this 
seven months’ period a total of nine per- 
cent, domestic demand having been down 
eight percent and exports off 16 percent. 
The statistics for June and July of this 
year are distorted because of the undue 
influence of the incidence of the Federa! 
gasoline tax on June 21, which caused an 
unnaturally heavy withdrawal from re- 
finery and bulk terminal stocks in June, 
followed by a compensating decline in 
withdrawals in July. 

The best picture of the demand factor 
for the summer is therefore secured by 
averaging the results for the three months 
May, June and July. On this basis the 
decline in domestic demand was 11 per- 
cent from the 1931 figures; exports were 
off 17 percent; and the total decline was 
about 1114 percent. On the basis of 
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early returns the statistical department of 
the American Petroleum Institute has 
recently estimated that total gasoline 
demand in August apparently ran about 
19 percent less than in August 1931. It 
also pointed out that as of September 1 
motor fuel stocks were about 7,000,000 
bbl. more than at the same time in 1931, 
and about 10,000,000 bbl. more than the 
A. P. I. committee on economics esti- 
mated that there should be on hand as of 
that date. Committee’s estimates were 
made early in April, and contemplated a 
decline in gasoline consumption for the 
-year of less than six percent. It is now 
obvious that the decline will be more than 
double that amount and may run as high 
as 15 percent or more. Such a decline in 
demand means that normal necessary 
stocks at this time should be substantially 
less than the figures used by the com- 
mittee, and it is apparent that the excess 
gasoline stocks being carried by the in- 
dustry measure well above the 10,000,000 
bbl. figure quoted above. 

Compared with the loss of business 
suffered by most major industries outside 
of foods and public utilities, the shrink- 
age in demand sustained thus far by the 
oil industry appears very moderate; but if 
it is sufficient to upset the hard-won 
balance of supply and demand, it will be 
more than enough to break the oil price 
structure, which has already receded 
somewhat in the gasoline division, and 
put oil company earning statements back 
into the red. The threat against the 
entire price structure from the excessive 
stocks of gasoline can only be overcome 
by further restraint in both manufacturing 
and producing and by careful withholding 
of stocks from the market by the stronger 
interests of the industry in whose hands 
most of them lie. 

The refining branch has been operating 
in recent weeks in the neighborhood of 
55 percent of capacity, compared with 
more than 60 percent earlier in the sum- 
mer; but further reductions, of which 
there have been no signs in the latest 
weekly statistics, appear necessary if the 
gasoline division is to be kept on a sound 
basis. This points to the necessity of 
further curtailment in crude output unless 
those purchasers with vacant storage are 
prepared to fill their tanks. This they do 
not appear to be willing to do at present 
prices, since they apparently fear that the 
price structure can not be maintained 
during the coming period of seasonally 
declining demand, aggravated as it is by 
the present secular down trend. If the 
crude oil producers would curtail output 
to below 2,000,000 bbl. daily average the 
present threatening condition would be 
largely corrected at the source and the 
refiners would perforce fall into line; or if 
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the refiners would initiate further re- 
striction and thus force the crude oper- 
ators to curtail for lack of a market a 
renewed stability of supply and demand 
could be achieved. 

The foregoing somewhat lengthy dis- 
cussion of the statistical position has been 
prompted by the belief that in a correct 
interpretation of the supply and demand 
relationship is to be found the best 
criterion of the status and outlook for the 
industry. Briefly summarized, the analy- 
sis indicates that a satisfactory stabiliza- 
tion of this relationship was achieved in 
the latter part of 1931 and the first half 
of this year t! rough control of output and 
withholding .. stocks from the market. 
This made possible a higher price structure 
and gave to the oils the distinction of 
being practically the only representative 
of the primary raw material industries to 
have succeeded in maintaining a balanced 
statistical position during 1931 and the 
first half of 1932, and almost the only in- 
dustry in the country to have reported 
improved earnings for the first six months 
of 1932 compared with the same period of 
1931. The new factor that has come into 
the picture with increasing force as the 
year has progressed is the decline in de- 
mand to the point of making further 
restriction necessary if the ground so 
hardly won is not to be lost again. The 
industry must realize that the supply and 
demand relationship will be ultimately 
the governing force, and that if adjust- 
ment can not be accomplished through 
cooperation it will be eventually reached 
through the coercion of complete govern- 
mental control or a ruthless period of 
ruinous prices. 

Consideration of the comparatively 
moderate prices for oil products over the 
past year, in relation to the average levels 
of 1931, indicates that the improvement 
in oil company earnings this year has not 
been due alone to higher prices. As in all 
industries and times, the difficulties ot the 
past two years in the oil industry have 
brought with them a thorough house 
cleaning and elimination of many un- 
necessary and extravagant methods and 
practices. Reductions in costs have been 
in many cases of prime importance in 
achieving earnings improvement. The 
long term values to be secured from de- 
pression periods include in the first rank 
the shifting of administrative emphasis 
within the individual units from expand- 
ing gross business to securing new stand- 
ards of efficiency and low costs. 

There are, of course, many secondary 
and contributing factors in the conduct of 
the industry which exert their influence 
upon the manner in which the effective 
supply reacts upon the available demand 
in the determination of prices and profits; 


and in many of them there is much that 
an enlightened self-interest in the rank 
and file might do to improve instead of 
handicap the industry. It has been re- 
iterated many times in the trade press of 
the industry that a wide field for improve- 
ment has long existed in the mer- 
chandising branch. Company executives 
have been slow to realize that the same 
powerful factor of goodwill for branded 
products that has been so effective in the 
package-food and other lines can be in- 
voked for the standardized products of the 
oil refiner by judicious and continuous 
advertising backed by quality merchan- 
dise and sane distribution policies. Be- 
lated recognition of this has been indicated 
during the past year by the campaigns of 
advertising and sales promotion under- 
taken by a number of the leading com- 
panies. 

A similar line of constructive sales 
activity is open in coordinated general 
advertising campaigns designed to stimu- 
late increased use of the products of the 
industry. 

Developments along such lines tend 
definitely to counteract the mad scramble 
for gallonage at any price that has fre- 
quently in the past brought severe local 
price wars and resulted in the present 
excessive duplication of distribution facili- 
ties. The industry has so long been ac- 
customed to a steadily expanding demand 
that has submerged many uneconomic 
practices, that it naturally is having 
difficulty in adjusting itself to a condition 
of more moderate growth, and in partic- 
ular the actual recession in consumption 
now being met. 

Closely allied with merchandising prob- 
lems are the twin evils of excessive taxa- 
tion and gasoline bootlegging. Both of 
these are being actively combated by the 
American Petroleum Institute which has 
available a wealth of material indicating 
the scope and dangers arising from these 
sources. The cooperation of the entire 
industry is needed for the successful 
handling of these problems. 

Thus much progress in handling the 
production problem has been made both 
in this country and abroad, and if the in- 
creased tightening of the reins required 
because of declining demand can be 
successfully accomplished in the coming 
months (with or without temporary price 
recessions) the foundation will have been 
laid for a more prosperous year in 1933 
than has been indicated by the past 
season in comparison with 1931. The 
industry has accomplished much in the 
past year and deserves great credit for it, 
but this is no time for relaxation of effort 
or loss of hope and purpose in the 
future. 

C. C. BAILEY 
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37 Pereent World’s Oil Exports Stabilized 


Roumanian Ratification of Paris Agreement 


Offered September 15 with Requests for Ad- 


ditional Modifications. Roumanian Internal 


Difficulties Still Present Problem. 


Unanmiovs acceptance of the condi- 
tions of the Paris Oil Conference by the 
Roumanian Association of Petroleum 
Industrialists was conveyed to Paris by 
Messrs. Osiceanu, Stern, Masterson, Mari- 
nescu, and Constantinescu on September 
15. Appreciation of this step toward 
stabilization of the petroleum export 
markets of the world was expressed by the 
oil industry in a satisfying activity in oil 
share trading on the London Exchange 
and an increase of 3 d. per gallon in the 
retail price of petrol in England. All the 
principal petroleum exporting interests of 
the world with the exception of Russia, 
are in accord in the purpose of provid- 
ing a logical adjustment of supplies to 
market requirements, a stabilized quota 
of each market going to the various ex- 
porting countries. 

The agreement binds Roumanian ex- 
porters to keep petroleum exports from 
that country within the limits of the 
quantity exported during the twelve 
months ended July 1, 1932. Increases in 
consumption in the various markets as- 
signed to Roumania, however, will call for 
a proportionate increase in the Roumanian 
share of the market in question. De- 
creases will also be absorbed propor- 
tionately by the countries exporting to the 
market in which the decrease occurs. 
Other conditions cover a guaranteed 
return for Roumanian exporters varying 
in relation to Gulf prices prevailing at the 
time shipment is made from Constanza 
and a clause assuring the Roumanian 
Association that no better terms will be 
granted to the Soviet Union, in the event 
of their joining an agreement, than those 
obtained by the Roumanian industry. 

While it has been rumored that fear of 
Russian competition held back Rou- 
manian ratification of the agreement to 
which Russia had not been asked to agree, 
the final acceptance of the conditions and 
the relief expressed by the world oil ex- 
porters is indicative of the feeling in regard 
to Russian exports. The vast amount of 
publicity attending the completion of 
each new contract by the Russians has 
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created a tendency to consider Russian 
competition of a seriousness out of all 
proportion to its place in world trade in 
petroleum. This obstacle having been 
surmounted it appears that the allied 
petroleum interests will take far less 
interest in bringing Russia into an agree- 
ment where it would be necessary to grant 
demands not related to her actual impor- 
tance as an oil exporting nation. The 
successful enforcement of the agreement 
concluded at Paris may have the effect of 
modifying Soviet demands to a point 
where an agreement will be possible in 
future. At present the international in- 
dustry expects to see efforts at stabiliza- 
tion functioning smoothly despite un- 
restrained competition from Russia’s 
seven percent of world oil exports. 

At a general meeting of the Association 
of Roumanian Oil Industrialists directly 
preceding ratification of the Paris agree- 
ment the committee appointed over a 
month ago to determine a basis for rati- 
fication of the international agreement 
confessed that they had been unable to 
achieve the desired results and had only 
succeeded in obtaining a clearer under- 
standing of the difficulties that con- 
fronted them. The attitude of the 
Association, however, was so favorable 
to the general conditions of the agreement 
that they decided forthwith to signify 
their agreement without further delay and 
to leave the work of resolving their inter- 
nal difficulties till later. The committee 
was dispatched to Paris with full power 
to bind the Roumanians to the agreement 
and also with requests for some modifica- 
tions of the plan. 

These modifications suggested that the 
quantities of Roumanian oil taken by the 
International group should be paid for at 
Gulf prices less five percent instead of less 
25 percent as originally proposed. The 
Roumanians also stipulated that if mar- 
kets were lost through aggressive competi- 
tion on the part of the Russians they 
should receive additional quotas in other 
markets as compensation. This condi- 
tion apparently was the only concession 


to the widely rumored Roumanian fear of 
Russian competition which was expected 
in some quarters to prove a stumbling 
block to a complete agreement of the 
international group with the Roumanian 
industry. Other conditions of less im- 
portance were suggested and some points 
were to be more clearly stated but the 
committee sent to Paris was given full 
power to arrive at the best possible solu- 
tion of these difficulties. 

Late cable advices indicate that the 
allied interests have accepted the Rou- 
manian modifications practically in full, 
the international group agreeing to 
accept surplus Roumanian oil at Gulf 
prices less 20 percent. Final details were 
settled at a meeting on September 22. 

Meanwhile the Roumanians hope to 
make some progress toward stabilizing 
their domestic market, restricting crude 
production and setting export quotas for 
various producers by the time the inter- 
national agreement becomes effective. 
The difficulties, however, are tremendous. 

In the first place export quotas and 
domestic consumption furnish too small 
an outlet to assure satisfaction to all 
Roumanian producers. The question of 
a cartel for domestic marketing has been 
before the industry for many years but 
no solution has been reached, which 
naturally gives rise to some doubt that 
the present commission will be more 
successful than formerly. On top of 
all other difficulties there is a complete 
divergence in the aims of two groups of 
companies. One group, headed by Credit 
Minier and including Roumanian com- 
panies has a falling production and a 
constantly decreasing share of the export 
market. This group naturally wants to 
make a five year period or longer the basis 
for determining export quotas under the 
new agreement. On the other hand, a 
large group, including most of the com- 
panies financed by foreign capital, having 
increasing production and a_ growing 
share of the export market, wish to make 
the basis for the determination of export 
quotas the past year. 

In spite of the brightened outlook re- 
sulting from stabilization of world markets 
on terms most favorable to the Rouma- 
nians, the domestic situation has given 
rise to a pessimistic feeling in Roumania 
which is heightened by the knowledge 
that no oil company in that country is 
disposed to make the necessary sacrifice 
to bridge the divergence of interests be- 
tween the two main groups. 
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Argentine Restriction Costly Experiment 


Drastic Laws Designed to Drive Foreign Oil Com- 


panies Out of Argentina and to Improve Trade 


Balance May Have Serious Effect on Argentine 


Exchange. 


Narionat legislature of Argentina 
has under consideration a bill for the 
regulation of the oil industry in that coun- 
try containing such rigid restrictive 
features that it would lead to the with- 
drawal of foreign capital invested in the 
Argentine petroleum industry and the 
gradual domination of the marketing and 
producing field by a virtual monopoly, the 
structure of which is already present in the 
Yacimientos Petroliferos Fiscales, govern- 
mentownedoilcompany. Whilethereare 
good prospects of the bill being defeated 
in this session of the legislature, some 
apprehension is felt that the government, 
following the example of other South 
American countries, may adopt legislation 
eliminating in a few years the important 
oil companies which have developed the 
industry in Argentina and saddling con- 
sumers with an additional burden. 

The most objectionable features of the 

bill are those restricting the area of con- 
cession to sections so small as to be of little 
value, requiring a bond of 100,000 pesos 
of all operators, a government royalty of 
12!4 percent minimum in addition to a tax 
of 10 pesos per hectare on producing areas 
and perhaps potentially the most danger- 
ous feature of all, granting the President 
the right to prohibit the exportation or 
importation of oil at any time that he may 
deem it convenient. Operation of pipe- 
lines also comes in for regulation that 
makes it practically impossible for a pri- 
vate company to undertake this efficient 
type of transportation. Pipeline con- 
cessions are granted only if the Y.P.F. 
government-owned oil company) does 
not choose to furnish transportation of the 
oil. When the pipeline is completed it 
nay be taken over by the government at 
‘ny time in return for its commercial 
value plus 10 percent. 

Considering the proposed bill article by 
article it may be seen that many other 
features are extremely disadvantageous 
to private companies and would succeed 
in curtailing their activities to an extent 
that would result in the withdrawal of the 
very companies who have discovered the 
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resources of Argentina and whose efforts 
have established the industry on its 
present plane of efficiency. Destruction 
of these organizations and creation of a 
monopoly in Argentina, which is thought 
to be the purpose of the bill now under 
consideration, would have two important 
effects. With the withdrawal of the neces- 
sary capital it would not be long before 
production lagged to an extent that would 
necessitate a much larger importation 
of petroleum than is at present necessary. 
Such a development may be confidently 
predicted if consideration is given to the 
operation of other government monopolies 
which invariably develop a degree of in- 
efficiency that makes them unable to 
compete on equal terms with privately 
ownedcompanies. Money that is at pres- 
ent paid to foreign companies largely to 
meet expenses in Argentina itself would 
then be diverted to countries supplying 
petroleum imports to that market with a 
resultant bad effect on the Argentine 
balance of trade. 

A second serious effect would be the 
high prices resulting both from the neces- 
sity for importing supplies over a high 
tariff barrier that has recently been estab- 
lished in Argentina, and expensive meth- 
ods used to subsidize inefficiency in a 
government monopoly. Such has been 
the experience in Spain where a recent 
increase in prices for petrol has further 
slowed up the development of motor 
transport. Mechanization of industry 
and transport would receive a severe 
check. 

The bill now under consideration pro- 
vides in Article 7 that concessions granted 
by the government to private companies 
shall not exceed 1,000 hectares in recog- 
nized (within 50 km. of a producing well) 
zones or 3,000 hectares in unrecognized 
(more than 50 km. from a producing well) 
zones. The person or company petition- 
ing for a concession must deposit a bond 
of 100,000 pesos per concession as pro- 
vided in Article 11, as assurance that all 
obligations will be fulfilled. After oil is 
discovered, Article 14 of the proposed bill 


restricts exploitation contracts to 500 hec- 
tares in recognized and 1,000 hectares in 
unrecognized zones. The government, 
however, reserves an area twice as large 
as that granted to the concessionaire 
immediately surrounding his concession. 
Half of this government reserve may be 
sold at once at a sale in which the Y.P.F. 
is given an advantage in the bidding. 

Article 21 provides a government roy- 
alty of 1214 percent minimum which is to 
apply to wells already in existence in 
addition to the tax of 10 pesos per hec- 
tare. 

That section of the bill dealing with 
pipelines is even more restrictive. Arti- 
cle 27 permits the government to take 
over any privately owned pipeline at any 
time on payment of the commercial value 
plus 10 percent. Oil company officials 
conscious of how the term ‘‘commercial 
value’’ may be interpreted in Argentina 
view this provision with apprehension. 
Article 30 requires the owner of the pipe- 
line to carry up to 12 percent of govern- 
ment oil at cost, another phrase that may 
be variously interpreted. 

Mixed companies are provided for in 
Article 33. These companies consist 
of privately financed ventures having a 
chairman and several directors appointed 
by the President of Argentina. The 
chairman of the board also has the unusual 
power to veto any proposal; in his absence 
this power can be delegated to a director. 

Article 34 establishes the executive 
power to prohibit importation or exporta- 
tion of oil at any time he shall deem it 
convenient. The purpose of this provision 
is to enable the president to control 
manipulation of the market and should 
prove a fertile field for abuse and dis- 
crimination. 

Oil company officials are asking them- 
selves if Argentina is going to follow in 


‘the footsteps of other Latin American 


countries and take advantage of this op- 
portunity to ruin a valuable industry that 
has been built up and is being maintained 
by foreign capital and initiative to the 
considerable advantage of labor, com- 
merce and industry in that country. 
With the example of Chile, Mexico and 
Spain where industries relying on petro- 
leum for heat or power languish since the 
enactment of monopolistic legislation 
Argentina should be sufficiently warned. 
But the words of the chairman of the com- 
mittee in reporting on the bill in question 
are an indication of the attitude of the 
government. The chairman refers to the 
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fear of the ‘‘ petroleum trust”’ that is so 
common in Congressional debates. The 
Minister of Agriculture speaking in sup- 
port of the bill displayed a similar dis- 
regard of the consequences of a law that 
would deprive the country of an invest- 
ment of over $150,000,000. 


Companies distributing in Argentina 
without local sources of supply have al- 
ready been put in an embarrassing posi- 
tion by the enactment of a heavy tariff 
on petroleum and products and may ex- 
pect gradually to be eliminated from the 
market. Standard of New Jersey and 





Royal Dutch Shell with heavy investments 
in Argentina and considerable domestic 
production await the outcome of the de- 
bate on the proposed bill before announc- 
ing their policy in regard to Argentina. 
In all quarters hope is expressed that 
the legislature may defeat the bill. 


Canadian Company Barters Aluminum 
for Russian Crude 


Crude Oil in Payment for $450,000 Worth of 


Aluminum Wire Begins to Arrive at LaSalle Refin- 


ery in Montreal Creating Embarrassing Situation 


for Canadian Government. 


A MORE than ordinarily interesting 
trade agreement was brought before 
public notice in Canada when the tanker 
AASE MAERSK arrived in Montreal from 
Batoum with 73,000 bbl. of Russian crude 
oil. It is interesting because it is a trade 
development that will have rather far- 
flung reverberations. To gain a proper 
perspective of the discussion that this 
shipment has aroused, it has to be remem- 
bered that technically the Dominion of 
Canada has no official trading relations 
with Russia. Trading relations were 
officially severed by the Canadian Gov- 
ernment soon after Premier Bennett came 
into power, and therefore the Port of 
Montreal Customs authorities would not 
allow the tanker to be unloaded until 
a government ruling at Ottawa was 
obtained. 

After enquiries were made the cargo 
was released on September 18 and un- 
loading at the LaSalle Petroleum Refinery, 
Limited, was at once carried out. 

Enquiries brought out the fact that this 
shipment of oil is part of an agreement 
entered into by the Aluminum Company 
of Canada, Limited, and the Soviet 
Government. In this agreement Russia 
undertook to place an order with the 
Aluminum Company for wire to the value 
of approximately $450,000, if payment 
in crude oil could be effected. The whole 
scheme is a glorified form of barter, and it 
obviously required a third party to give 
it proper effect as the Aluminum Com- 
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pany is not in the oil refining business. 
Arrangements were therefore concluded 
with LaSalle Petroleum Refinery Limited 
of Montreal to handle the oil shipments. 
Under this three party contract, therefore, 
the Aluminum Company of Canada, 
Limited, ships wire to Russia, and Russia 
ships crude oil consigned to the LaSalle 
Petroleum Refinery Limited. The latter 
hands a check covering the value of the 
oil to the Aluminum Company and every- 
one concerned is satisfied. Russia has 
aluminum wire, the Aluminum Company 
has its money, and the LaSalle Refinery 
has its crude oil. Everyone has some- 
thing that they wanted and ordinarily 
this would constitute a perfectly satis- 
factory transaction, but unfortunately 
the case is hardly as simple as that. 
Naturally, the cargo of the AASE MAERSK 
is only the first shipment, and it is 
understood that 98,000 bbl. are en route 
and that the AASE MAERSK expects to 
make another trip before navigation 
closes. It looks, in short, that this crude 
oil movement may become a regular thing. 
Of course, no figures are available as to 
the unit cost of the commodities involved. 
It may be safely assumed that the price of 
the oil is at least competitive with the 
product of any other country, and is 
probably lower, and, if this is a fact, it 
introduces some interesting and highly 
controversial qualities into the situation. 

Meanwhile it may be stated that the 
Canadian parties involved rest the eco- 


nomic aspects of their case upon the fact 
that the refining of the oil and the fabri- 
cating of the aluminum will give employ- 
ment to Canadian workmen. The tech- 
nical aspects of the entry rest upon the 
fact that crude oil was not specifically 
mentioned in the importation embargoes 
enforced by the Canadian Government. 

There are, however, other angles to the 
matter that are political as well as eco- 
nomic, and the case cannot be lightly 
dismissed upon its economic merits or 
demerits. 

Turning first to the political aspects of 
the question, we must remember the 
strong attitude taken by Premier Bennett 
at the Imperial Economic Conference on 
the question of Russian dumping. ‘‘No 
truck or trade with the Soviets”’ has been 
almost a slogan of the Conservative party. 
As a consequence Mr. Bennett, together 
with the representatives of certain other 
British dominions, insisted that measures 
be taken by Great Britain to prevent 
Russian dumping into the British market 
of commodities competing with Dominion 
products. His arguments were based on 
principle as well as expediency, and after a 
good deal of hesitation the British dele- 
gation allowed a dumping clause to be 
introducted into the lateral trade agree- 
ments, but insisted that it apply both 
ways. 

It has been termed ‘‘unfortunate”’ that 
a violation of the ‘‘no truck or trade with 
the Soviets’”’ code—such as this crude oil 
movement constitutes—should have oc- 
curred so soon after the Imperial Con- 
ference, more particularly as Mr. Bennett 
had very recently expressed his ‘‘sur- 
prise”’ at the renewal of Soviet credits 
in Great Britain by the British Govern- 
ment. Naturally the crude oil move- 
ment under discussion somewhat nullifies 
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N.P. A. Diseusses Current Problems 


Transportation Problems, Aeronautical Progress, 


Tax Evasion, Stabilization of Oil Industry and 


Anti-Trust Laws Occupy Attention of 30th 


An- 


nual Meeting at Atlantic City. 


Adrrairs of the petroleum industry 
and the general business situation supplied 
a wide variety of topics for discussion at 
the 30th annual meeting of the National 
Petroleum Association, held in Atlantic 
City, September 14, 15, and 16. 

‘Five wide-spread fallacies face those 
who are interested in getting at the facts 
of modern day transportation,” stated 
Pyke Johnson, vice president, National 
Automobile Chamber of Commerce, 
namely: 

1. The motor truck is responsible for the 

present day plight of the railroads. 

. Motor truck owners do not pay a fair 

share of highway costs. 

3. Motor trucks do undue damage to 
highways. 

4. Ownership of motor vehicles is evidence 
of wealth, and hence the motor vehicle 
should be the instrument of taxation of 
all kinds. 

5. As a broad cure for all of these ills there 
is suggested a fifth fallacy which is that 
restriction and taxation of the vehicles 
will straighten everything out. 


9 
- 


Mr. Johnson contended that in the main 
the truck is simply a modern day successor 
to the horse and wagon, and that for the 
most part whatever business is taken from 
the railroads is for that of short hauls for 


less-than-carload lots, which railroad wit- 
nesses appearing before congressional 
committees have repeatedly said was an 
unprofitable part of railroad operation; 
that every highway is a toll road in that 
taxes are collected at the filling station 
instead of at the toll house; that with 
present day improved motor trucks with 
balloon tires and with improved roads 
capable of withstanding heavy traffic 
virtually no damage is done to the high- 
ways by motor truck operation; that two 
thirds of all automobile owners have in- 
comes of $3,000 or less and 85 percent of 
all cars sold are priced at less than $750 
wholesale; and that whatever is done to 
increase the taxes on either trucks or 
automobiles is a penalty on production 
which inevitably strikes back at the 
masses who use the vehicle or whose prod- 
ucts are carried in it. 

An outstanding feature of the Septem- 
ber 15 session was a paper ‘‘ Economics 
Of Pipe Line Transportation In The Oil 
Industry” by Dr. Joseph E. Pogue, con- 
sulting engineer, which is treated at 
length elsewhere in this issue. 

Col. Clarence M. Young, assistant 
Secretary of Commerce, told of some of the 


striking improvements that recently have 
been and are being made in air transporta- 
tion and indicated the strides that avia- 
tion has made in saying that the amount 
of gasoline used by airplanes has increased 
from 3,000,000 gal. in 1910 to 30,000,000 
gal. in 1931. 

‘“‘Out of the Valley of Depression” was 
the title of talk given by Albert W. At- 
wood, financial and editorial writer for 
the SATURDAY EVENING Post, in which he 
stressed the far-reaching causes of the 
present economic depression and indicated 
where industry might look for improve- 
ment. 

In a talk entitled ‘‘Fuel Performance 
In The Internal Combustion Engine”’ 
Thomas Midgley, vice-president of the 
Ethyl Gasoline Corporation, outlined 
some of the work that is being done in the 
engineering branch of the industry to 
provide improved automobile operation. 

Another interesting feature of the 
September 14 session was an illustrated 
talk by Rowland Rogers on ‘‘How Can 
Industry Return To Normal?” 

A paper on ‘Taxation and Tax Eva- 
sion”’ by Paul E. Hadlick of the American 
Petroleum Institute was devoted to dis- 
cussion of the principal difficulties arising 
from the present tax situation relative to 
petroleum products and to suggestion of 
remedial measures. Mr. Hadlick pointed 
out that gasoline is being taxed in some 
cases up to 100 percent or more of its 
retail price and that these high rates were 
a strong incentive to tax evasion which 
has become a serious evil in the industry. 
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Members of the National Petroleum Association attending a banquet at the 30th annual meeting held in Atlantic City September 14-16. 














EKeonomies of Pipeline Transportation 


Proposal to Require Separation of Carriers from 


Producing or Refining Companies Would Benefit 


Neither Small Producers nor Railways Declares 


Joseph E. Pogue. 


Tie Commerce Clause of the Federal 
Constitution gives the Congress power to 
regulate commerce among the several 
states. For several decades of their early 
history pipelines were exempt from regu- 
lation, but they were declared 
to be common carriers by the 
Hepburn Act in 1906. This 
made them subject to the 
provisions of the Interstate 
Commerce Act requiring the 
charging of reasonable and non- 
discriminatory rates and the 
filing of these rates with the 
Interstate Commerce Commis- 
sion. The constitutionality of 
the application of this law to 
pipelines was disputed and the 
question was not finally settled 


until the United States Supreme try’ 


Court upheld the law in the 
Pipe Line Cases in 1914. 

Soon after the Supreme Court 
decision holding interstate pipe- 
lines to be common carriers, 
separate corporations were set 
up by most integrated com- 
panies to take over the pipe- 
line transportation activities 
formerly conducted as subsid- 
iary departments. The primary 
‘purpose of this action was for 
convenience in accounting and 
to avoid the necessity of furnish- 
ing to the Interstate Commerce 
Commission reports covering all 
the business of the integrated 
companies. Thus: the entire interstate 
pipeline business of the country is now 
conducted by separate corporate entities, 
although in the case of integrated com- 
panies the stock of the pipeline sub- 
sidiaries is owned by the parent organ- 
izations. 

The tariffs charged by the interstate 
lines were filed with the Commission, and 
subsequent amendments in rates have 
been systematically recorded. Appar- 
ently such rates have proved acceptable 
to the Commission, for the records are 
remarkably free from objections on this 
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duction or refining of oil. 


score. Some criticism has been encoun- 
tered, however, in respect to the size of 
tenders required for acceptance of con- 
signments, and in the case of Brundred 
Brothers versus Pennsylvania Pipe Line 


I, AN address before the annual meeting of 
the National Petroleum Association at Atlantic 
City, U. S. A. on September 15, Joseph E. 
Pogue, consulting engineer, presented a com- 
prehensive study of the “*Economics of Pipe- 
line Transportation in the Petroleum Indus- 
with particular attention to the proposal 
placed before the Congress of the United States 
at its last session for the separation of pipeline 


properties from companies engaged in the pro- 


paper containing Mr. Pogue’s reasons for con- 
cluding that such enforced segregation would 
be to the disadvantage of the independent oil 


producer is presented herewith. 


Company (1922), the Commission found 
that the rates for the transportation of 
crude oil by pipeline from wells in Kansas, 
Oklahoma and Texas to Franklin and 
Lacey Station, Pennsylvania, were proper, 
but that the rule requiring shipments to 
be tendered in quantities not less than 
100,000 bbl. was unreasonable and speci- 
fied the acceptance of minimum tenders of 
10,000 bbl. In general, each pipeline 
fixes a minimum tender and files this with 
the Commission. 

In addition to exercising supervision 
over pipeline tariffs and terms of ship- 


The portion of this 


ment, the Interstate Commerce Commis- 
sion prescribes accounting regulations for 
interstate pipeline companies, secures 
periodical reports from them and issues 
annual summaries of their operating 
results. Relations between the Com- 
mission and the pipelines have been 
singularly free from important differences 
of opinion as to the administration of this 
branch of transportation. 

In the Revenue Act of 1932 a tax on the 
transportation of oil by pipeline was 
imposed upon the carriers of crude oil and 
its products, at the rate of four percent of 
amount received, or of the fair charge, for 
this service. 

For the independent producer 
the pipeline performs a double 
function: It furnishes trans- 
portation at a cost much lower 
than railroad freight, and it 
brings the market for crude oil 
directly to the producing prop- 
erty. The latter function, how- 
ever, does not inhere in the 
pipeline itself, but is derived 
from the circumstance that the 
pipeline is almost invariably 
integrated with the refiner who 
creates the demand. This ex- 
tra service to the producer, 
which insures to him an au- 
tomatic market for his oil up to 
the limits of demand, would not 
be accorded by any transporta- 
tion agency except one cog- 
nizant of, and directly interested 
in, the profits derivable from 
the correlative branches of the 
oil business and necessary to 
compensate for the large risks 
involved in an extractive in- 
dustry. 

The overall movement of oi! 
is by force of circumstances 
determined by the total demand 
for this commodity, and what a 
given pipeline can transport from 
specific field is regulated by what con 
sumers at the other end of the line requir: 
rather than by the capacity of the line, its 
willingness to transport, or the producer 
desire to sell. Pipelines reflect the pulsa- 
tions of demand, and producers feel thes: 
changes through the medium of th 
carrier. It thus comes about that in 
time of slack demand when the pipelin: 
reduces its runs there is a tendency to 
confuse the act of an agent with that of a 
principal, and in the minds of some th: 
pipeline is charged with a responsibility 
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for conditions over which it can have no 
control. It may be noted that proposals 
to change the status of pipelines are 
usually advanced in periods of overproduc- 
tion and falling prices, when adverse 
economic pressure weighs heavily upon 
the marginal producer. 

In some instances the small producer 
apparently feels that as the integrated 
company gets its transportation at cost 
while the non-integrated refiner must pay 
the posted tariff, a handicap is placed 
upon the independent producer in respect 
to the price received for his product As 
a matter of fact, in so far as pipeline 
margins are retained within the industry 
as profits and not translated into the 
form of lower products’ prices, the pro- 
ducer is the gainer as crude oil prices are 
limited by the realization derived from 
the sale of the products made from it. 
Furthermore, it is apparent that over the 
past decade crude oil prices have been 
sufficient to bring about a great over- 
production of this commodity, which is 
suggestive that the producing department 
of the oil business has not been under the 
influence of an inhibitory price structure. 

It has often been pointed out that a 
refiner without pipeline facilities is at a 
disadvantage as compared with an inte- 
grated refiner. This is quite true, and 
the fact serves to explain why most 
refineries have developed pipeline facil- 
ities. To degrade the efficiently equipped 
plants by divorce of these facilities to the 
level of the companies not so organized 
would be tantamount to subsidizing the 
higher-cost operations. 

The independent refiner has occa- 
sionally contended that the ownership of 
pipelines by his competitors placed him at 
such disadvantage that the refining in- 
dustry would gradually be brought under 
the monopolistic control of a few units, 
and free competition would be throttled. 
As a matter of fact the refining industry, 
as far back as statistics are available, has 
been overdeveloped, and in recent years 
its surplus capacity has increased, and 
competition has become more _ severe. 
Instead of suffering undue restrictions 
from pipelines or other causes, the refining 
industry has almost continuously been 
under the influence of forces making for 
overstimulation. The urge to expand the 
refining branch of the industry too rapidly 
has arisen from overproduction of crude 
oil, which has particularly manifested 
itself throughout the past decade, and 
redundant refining capacity has in turn 
translated itself into an excessive develop- 
ment of marketing facilities. 

On various occasions it has been pro- 
posed that the Commodities Clause of the 
Interstate Commerce Act be applied to 
interstate pipelines for the purpose of 


effecting a separation of the pipeline 
system from the petroleum industry. 

The Commodities Clause was embodied 
in an Act of Congress in 1906 making it 
unlawful for any railroad company to 
transport in interstate commerce any 
commodity in which the carrier had an 
interest. The theory underlying this law 
was that the railroad should not engage in 
any other business than that of transpor- 
tation because of the opportunity and 
temptation to discriminate against other 
shippers in the same line of business. In 
interpreting the statute, the United 
States Supreme Court in the case of 
United States versus Delaware and Hud- 
son Company in 1909 decided that the 
Clause concerned only a legal interest in a 
commodity and could not be held to 
constitute a prohibition against carrying a 
commodity which had been manufac- 
tured, mined or produced by a corporation 
in which the carrier is a stockholder, but 
later decisions modified to some degree 
this finding. Experience with the ap- 
plication of the Commodities Clause to 
the railroads, according to Prof. W. Z. 
Ripley, ‘‘has certainly been disappoint- 
ing. For as already liberally construed 
by the courts, this does not seem to ex- 
clude, but rather to invite, intercorporate 
stock holdings.” 

In the course of the debate on the Act 
of 1906 establishing the Commodities 
Clause, consideration was given to making 
this Act applicable to pipelines. In fact 
when the Commodities Clause first came 
before the Senate its provisions applied to 
‘‘any common carrier’ and consequently 
included pipelines which were declared to 
be common carriers in the same bill. 
Certain modifications, however, were 
made by the House and in conference, 
and the Commodities Clause as finally 
passed specified railroads, and not com- 
mon carriers, as the objectives of the law, 
and hence pipelines were excluded from 
its application. The primary purpose of 
the Commodities Clause apparently was 
the dissociation of the operation and 
control of the anthracite fields of Pennsyl- 
vania from the railroads engaged in that 
area. The anthracite deposits presented 
every essential for the formation of a 
perfect natural monopoly—a necessary 
commodity, nearby markets and a supply 
restricted in the United States to an 
aggregate area of only twenty-two miles 
square. These circumstances enabled the 
railroad carriers to exercise a degree of 
control at variance with the general 
interest, which invited legislative action; 
but the far-flung and evershifting sources 
of crude-oil supply form a fundamentally 
different setting for the pipelines. 

No serious attempts to enlarge the 
application of the Commodities Clause so 


as to include pipelines have been made 
until recently, although from time to time 
suggestions to this effect have been 
brought forward. In December, 1931, 
however, Representative Hoch of Kansas 
introduced a bill in the House of Repre- 
sentatives substituting the term ‘‘common 
earrier’’ for ‘‘railroad company” in the 
Commodities Clause, thus making the 
suggested regulation applicable to pipe- 
lines. This bill was a sequel to H. R. 
16695 to the same effect, upon which 
lengthy hearings were held before the 
House Committee on Interstate and 
Foreign Commerce in February, 1931. 
In connection with these hearings, the 
Interstate Commerce Commission made 
no recommendations as to the desirability 
of such legislation, stating: 


These reports (of the Commission’s) 
show clearly the community of interest 
which has existed and doubtless exists 
between the pipeline companies and various 
oil-producing and oil-refining companies. 
The information which they contain, 
however, much of which relates to past 
periods, is not sufficient to enable us to 
express the opinion with any certainty that 
this community of interest gives rise to 
conditions which warrant the extension of 
the “Commodites Clause” to pipeline 
companies. 


It is sometimes difficult to determine 
fully the causal background of a legisla- 
tive proposal involving radical departure 
from accepted practice. In the proposal 
under discussion it is clear that initiative 
was not taken by the Interstate Commerce 
Commission. In reviewing the records of 
the many investigations of the petroleum 
industry conducted during the course of 
the past 25 years, it appears that the 
predominant position in the pipeline 
business attained by the old Standard Oil 
Company prior to its dissolution in 1911 
gave rise to the idea that concentration 
of pipeline control within the oil industry 
was restrictive of the free interplay of 
competition, and this idea as enunciated 
in the debate on the Hepburn Act in 1906 
was reiterated in subsequent investiga- 
tions and discussions on various occasions 
right down to the present, although in the 
meantime conditions in the industry had 
greatly changed, the Standard Oil Com- 
pany had been dissolved into numerous 
competing units, many major non-Stand- 
ard companies were displaying vigorous 
growth, movement of oil by tanker had 
developed on a large scale, and pipeline 
transportation itself had expanded into a 
country-wide system of competitive lines. 

The latest proposal to segregate the 
pipeline system, as embodied in H. R. 
16695 and the Hoch Bill, appears to have 
its inception in the economic distress 
falling upon the small oil operator and the 
railroads as result of the depression. 


425 








During the hearings of the House Com- 
mittee on Interstate and Foreign Com- 
merce in this connection, Representative 
Hoch stated: 


Every man on this committee knows the 
chaotic conditions now existing in the oil 
industry, and . . . the fear on the part of 
substantial, independent producers in this 
country that if present conditions are 
permitted to continue it will be a compara- 
tively short time when there will be no 
independent oil companies in this country, 
and the belief on the part of substantial 
independents that through the ownership 
and control of great trunk-line pipelines by 
some major producing oil companies they 
are able to bring about the day when there 
will be no independents. It is that very 
real fear that led to this investigation. . . . 


Again, Representative Huddleston of 
— remarked: 


A few months ago the railroads started a 
campaign against unfair competition on the 
part of the motor-carriers and the pipelines. 
. . . I have received a great deal of ma- 
terial on the subject. Much of it has been 
in the form of canned material, some coming 
from my own constituents. . . . There has 
been a very intensive propaganda brought 
to bear on me . . . in behalf of legislation 
along this line, not merely in favor of the 
increased taxation by the State but strict 
regulation in various ways, all intended to 
enable the railroads to compete with these 
other transportation agencies. . . . 


‘These two quotations will perhaps serve 
to explain why the pipelines have come in 
for legislative attention at this juncture. 
To anyone familiar with the causes of 
overproduction in the petroleum industry 
and the reasons underlying the financial 
predicament of the railroads of the United 
States, it is apparent that these malad- 
justments are too fundamental in their 
origin to be remedied by any change in 
the place of lodgement of the ownership 
and management of the pipeline system. 

Should separation of the pipelines from 
the oil industry be deemed desirable, the 
question would then arise as to the man- 
ner in which the disintegration could be 
accomplished. The obvious procedure 
would be to direct the oil companies to 
divest themselves of ownership by dis- 
tributing to stockholders shares in their 
pipeline subsidiaries. This procedure, 
however, would not effect a complete 
divorce in ownership, a community of 
interest would still remain, and the 
objectives of the undertaking would not 
be realized. For a complete achievement 
of the purpose aimed at, recourse would 
have to be had toa plan for the purchase of 
the properties from the oil companies. 
Such a project would involve a lengthy 
and costly valuation preceding the rais- 
ing of perhaps $750,000,000 in new capi- 
tal. The new enterprise would then 
be launched with a large funded debt. 
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Doubt may be expressed if it would prove 
possible for even the Government at this 
juncture to find the capital necessary to 
finance a complete change in ownership of 
the pipeline system of the United States. 

The economic consequences of the 
formation of an independent pipeline 
system would depend upon its structure 
and the regulations imposed upon it. 
It may be assumed for the present argu- 
ment that the proposed system would be 
composed of competing corporations op- 
erating in entire independence of the 
petroleum industry so far as ownership 
and control are concerned, and subject to 
the same regulation by the Interstate 
Commerce Commission as the present 
organization. 

The effect upon the petroleum industry 
as a whole would be that of a major 
operation, excising an integral function 
of the industry as now constituted. The 
process would undoubtedly be expensive, 
disturbing and complicated. 

The cost of pipeline transportation 
would not be decreased, unless the units 
comprising the new system were directed 
to combine into few companies, thus 
eliminating surplus lines and raising the 
load factor of the remaining lines. In 
such event the degree of competition 
would be lowered, whereas an important 
objective of the proponents of the change 
is to increase competition. In certain 
directions costs might be higher; to op- 
erating charges would have to be added 
the interest on any debt incurred in es- 
tablishing the new system. 

The tariffs charged for pipeline trans- 
portation, then as now, would be lower 
than railroad freight rates and higher 
than pipeline costs. The precise level 
sought by rates within this range would 
be determined by competitive conditions. 
The profits on pipeline transportation 
would, of course, be transferred from the 
oil industry, so far as they reside there 
now, and localized in a new industry. 

Divorced from a correlative interest in 
the oil business, the new system would 
become less aggressive in serving new oil 
fields. This tendency might not be 
disadvantageous to the industry as a 
whole at times when new discoveries were 
made too rapidly, although it would 
disfavor the interests of small operators in 
the new areas. In periods when rapid 
expansion was required the new system 
would be less responsive to the needs of 
the oil industry than one geared to the 
larger undertaking. 

The existence and prosperity of the 
small producer and refiner would not be 
clearly affected to any major degree, 
although the independent producer would 
probably be put to more trouble in 
marketing his oil, and the price structure 


would be subject to less stabilizing in- 
fluences. The operations of both pro- 
ducer and refiner, in the long run, are 
under the control of fundamental eco- 
nomie conditions. To the extent that 
they are marginal, high-cost operators, 
they will suffer constriction in times of 
stress, while to the degree that they are 
more efficient than the large integrated 
company, they will be favored in both 
depression and boom. In any shift of 
the kind proposed, however, some units 
in the industry would doubtless benefit 
at the expense of others, for no important 
change can be effected without such 
consequences. Under the new regime, 
perhaps even more so than now, demand 
would try to seek out the lowest-cost 
sources of supply, and refiners owning 
production would be inclined to draw 
their supplies from their own leases. 

So far as the public is concerned, the 
reliability of the service would not be 
bettered, and there would be risk of 
deterioration in times of expansion. The 
price of gasoline is under the influence of 
forces so much more powerful than those 
created by the form of administration of 
the pipelines that it would be impossible 
to count upon any lowering of the price 
level in the event of an independent sys- 
tem. On the contrary, the costs of 
manufacturing gasoline would be raised 
to the degree represented by the profits of 
the new enterprise, and with two indus- 
tries to support in the place of one it is by 
no means certain that the change would 
not exact a tribute from the public in the 
form of higher gasoline prices. 

In general, it may be said that the 
proposal to segregate the pipelines is based 
upon an inadequate analysis of the role 
played by this transportation agency, 
that the undertaking would be costly and 
disruptive, and that the economic conse- 
quences flowing from the change would 
not be along the lines contemplated by 
the proponents of the plan. 
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WELL N° AH 24 being drilled by the 
French Government in Morocco situated 
in the Souk-el-Arba-du-Gharb district was 
brought in at 450 ft. with an initial flow of 
70 to 100 bbl. Arrangements are now 
being made to obtain a regular supply. 
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@iz has been discovered on the Island 
of Bahrein in the Persian Gulf by the 
Bahrein Petroleum Company. Dri'ling 
has been carried on for some time under 
the supervision of Major Holmes oi the 
Eastern and General Syndicate. Initial 
production from the discovery well is 500 
bbl. per day. 
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British Petrol Priees Advanee 3d. 


Anticipated Price Advance Followed by R. O. P. 


and Major Marketers Makes British Petrol Mar- 


ket Barely Remunerative. 


Upward Price Trend 


Brightens Future Outlook. 


N OTIFICATION of a general advance of 
3d. per gallon in the price of motor spirit 
in Great Britain was made to the Press on 
the evening of September 13, and appeared 
in the morning papers of the following 
day. 

The announcement from the national 
petrol distributing companies was as 
follows: 


On and from Wednesday, September 14, 
the price of all grades of petrol, including 
benzol and benzol mixture, is increased by 
3d. per gallon. This rise takes effect 
throughout the entire British Isles, and 
raises the price of petrol from 1s. 414d. to 
ls. 714d., and in the case of commercial 
grades from Is. 214d. to Is. 5'6d. 


Simultaneously, Russian Oil Products 
announced a rise of 3d., R. O. P. being 
put up to ls. 5d., and the newly intro- 
duced ‘‘Zip”’ brand to 1s. 614d. 

A similar increase was made by Trinidad 
Leaseholds, bringing ‘‘ Regent Super” and 
“Regent Benzole” to 1s. 7/4d. 

Announcement of the increase was made 
on the same evening as the news of the 
Roumanian ratification of the Paris agree- 
ment on export markets was received, and 
may therefore be taken as a sign that one 
of the ultimate objects of that agreement 
was being made immediately effective. 

Roumanian adherence to the agreement 
has a very definite connection with the 
British market, to which considerable 
quantities of Roumanian petrol have been 
consigned in the past at undercutting 
rates. 

At the higher range of prices now estab- 
lished, however, Roumanian acquiescence 
in a marketing agreement does not en- 
tirely eliminate the possibility of compe- 
tition. Although, as expected, R. O. P. 
prices have been raised with those of other 
important distributors, the Russian or- 
ganization, which has always been ready 
for big business at special prices, has more 
scope for keen quoting than before. This 
factor, with the rivalry existing between 
those big distributors which are not actu- 
ally allied in their selling arrangements, 
should be sufficient guarantee that the 
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market is still far from being exploited for 
the benefit of the producer. 

On the face of it, too, the price is not 
extortionate, for if the 8d. petrol tax, 2d. 
for retailers’ margin, and an average of 
2'6d. for distributing costs is deducted 
from the selling price, only 7d. per gallon 
remains to cover the original cost and 
transport of No. 1 spirit, and 5d. in the 
case of commercial grades sold through a 
retailer. Allowance of 214d. for distribu- 
tion costs is most conservative, costs 
probably exceeding this amount for most 
distributors. 

Even under the new conditions, there- 
fore, the British market must be barely 
remunerative for some distributors, and 
cannot be yielding a large margin of 
profit to any undertaking. 

This aspect of the petrol price question 
is admitted by many big consumers, who 
realize that they have been getting motor 
spirit at an uneconomic price for a long 
period. 

How the private motorist will react to 
the higher charge remains to be seen. It 
is quite conceivable that a search for 
cheapness in initial running costs will lead 


to a somewhat larger sale of cheaper 
brands, including the No. 3 spirit of the 
leading concerns. 

The excellence and uniformity of the 
No. 1 petrol sold by the leading distribu- 
tors, however, will probably put a definite 
limit to any such change in the public 
taste. 


No. | Spirit Price Changes 


Sept. 11, 1931 
Sept. 14, 1932 


Jan., 1924 l il 
Sept., 1924 1 7% 
Sept. 16, 1924 1 612 
Feb., 1926 1 81, 
Dec., 1926 1 614 
Mar., 1927 1 34 
April, 1927 1 2% 
Aug., 1927 1 1% 
Mar., 1928 1 0”% 
April, 1928 I 413, 
Mar., 1929 1 7 
Oct., 1929 1 614 
Sept., 1930 1 414 
Mar., 1931 1 2% 
April, 1931 1 11 
May, 1931 1 3% 
July, 1931 I 2% 

I 

I 


The increase in April 1928 was due to 
the imposition of the petrol tax at 4d. per 
gallon, the companies charging an addi- 
tional 4d. per gallon for collecting the 
tax. Additions of 2d. to the price in April 
and again in September last year followed 
successive increases in the tax to 6d., and 
to its present level of 8d. per gallon. 

No further immediate advance in price 
is expected but competent observers be- 
lieve the upward trend of prices may 
bring further advances in the price of 
petrol within the range of possibility later. 


Reequipping Kansas Refineries 


Carryinc forward the program of 
completely modernizing its refining fa- 
cilities the Sinclair Refining Company, 
subsidiary of the Consolidated Oil Cor- 
poration, has authorized the expenditure 
of $2,500,000 on its plants at Kansas 
City, Kans. and Coffeyville, Kans. The 
company previously has expended about 
$18,000,000 in similar improvements in its 
other plants. 

The principal feature of the changes 
being introduced in the Kansas refineries 
at this time is the replacement of the 
Isom cracking units by others of thor- 
oughly modern design. As in other 
recent Sinclair installations the unit is one 


designed by the company’s own engineers 
utilizing the de Florez heater. Supple- 
menting the new stills will be auxiliary 
gas absorption equipment, steam, water 
and power suppliers. The whole under- 
taking is designed to improve still further 
the high anti-knock quality of the com- 
pany’s gasoline output. 
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Locat unemployment relief is re- 
ported for Basrah, on the Persian Gulf 
where the beginning of the date season 
and the arrival of material for the Iraq 
Petroleum Company’s pipeline have op- 
portunely relieved a very acute situation. 
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Improving Natural Lubricating Oils 


New Product Marketed by Standard Oil Devel- 


opment Company to Provide Improved Winter 


Lubrication. Enough Sold to Treat More Than 
40,000,000 Gallons of Lube Oil. 


BR ariection on developments of the 
past few years in the lubricant division of 
the refining industry inevitably impresses 
one with the remarkable progress that has 
been made, both in the improvement of 
manufacturing procedure and in the 
enhancement of product quality. The 
recent appearance on the market of such 
revolutionary new products as the syn- 
thetic lubricating oils, typified by the 
new hydrogenated ‘‘Essolube,’”’ marks 
what may be characterized as a new 
chapter in the history of lubricating oil 
refining. While it seems only reasonable 
that refiners of natural lubricants should 
view with some concern the advent of 
these new competitors, due cognizance 
should be taken of the fact that these 
new synthetic oils are being forced into 
competition with a greatly improved 
natural product. 

Of real importance to the refiner of 
natural oils, in his efforts to improve 
nature’s product to the point where it can 
compete on a quality basis with the 
chemist’s creation, is Paraflow, a pure 
hydrocarbon oil resembling cylinder stock 
in appearance, which has been developed 


and, during the past year, placed on the 
market by the Standard Oil Development 
Company. 

By way of explanation it should be said 
that an analysis of the improvements 
that have been effected in lubricating oils 
in the past few years evidences that no 
single phase has received more study than 
that of producing paraffin-base oils that 
provide satisfactory lubrication at low 
temperatures. Since unsatisfactory per- 
formance of paraffin-base oils at low 
temperatures is due to crystallization 
of the wax they contain resort has been 
taken to the process of dewaxing in an 
effort to overcome this objectionable 
feature. 

It was recognized, however, that, aside 
from cold performance, the presence of 
wax adds many desirable features to a 
lubricant. Hence, petroleum technol- 
ogists have endeavored to develop some 
means of leaving the beneficial wax in an 
oil and at the same time overcoming the 
one disadvantage its presence entails. 
It has been found that by the addition of 
small quantities of Paraflow (in the neigh- 
borhood of one percent) the pour point of 


Standard Development Company’s Bayonne Paraflow plant. 








a natural lubricating oil can be greatly 
reduced (from 30-35 deg. Fahr. to 0 deg. 
Fahr.) without impairing the other de- 
sirable characteristics of the lubricant. 
The most significant facts in connection 
with low pour (other factors being the 
same) are: it has very little, if any, in- 
fluence on cold weather starting or crank- 
ing speed at low temperature, which is 
primarily a function of the extrapolated 
viscosity of the lubricant at starting 
temperatures, but it does materially aid 
the flow of oil to the bearings in cold 
weather, which tends to minimize engine 
wear during and immediately after start- 
ing has occurred. 

It has been estimated that three months 
of winter driving is equivalent in the 
damage that is done to an automobile 
engine to about two years of moderate 
temperature operation. Since inefficient 
lubrication, resulting from poor pumpa- 
bility and retarded oil circulation, is a 
prime factor in the damaging wear of 
winter operation, the value of a material 
such as Paraflow, which makes possible 
greatly improved oil circulation without 
in any way lowering the lubricating 
properties of an oil, may be readily 
appreciated. 

A question that naturally arises is how 
does the addition of Paraflow affect the 
reduction of pour point. In considering 
the mechanism of this phenomenon it is 
necessary to have a clear picture of the 
wax structure that is dealt with when oil 
ceases to pour. It is a well known fact 
that the removal of from two to three 
percent of the wax contained in an over- 
head oil reduces the pour point from 20 to 
50 deg. Fahr., depending upon the nature 
of the oil and wax. Conversely, the pour 
of a substantially wax-free oil may be 
raised the same extent by the addition of 
a similar amount of wax. Under the 
microscope a carefully dewaxed oil, cooled 
below its pour point, has the appearance 
under polarized light of an amorphous 
solid with only a portion of semi-crystal- 
line structures interrupting the homo- 
geneity. Here the discontinuity is strik- 
ingly illustrated, as shown in the 
accompanying photomicrograph, by what 
seems to be a skeleton network of inter- 
locking elongated wax crystals. Thess« 
crystals prevent the free flow of oil at a 
temperature above its natural solidifica- 
tion point in two ways: 


1. The oil is held in the voids or spaces be- 
tween the closely interwoven crystals in a 
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purely mechanical manner, just as a sponge 
holds water; and 

2. The oil is retained by the wax by solvation 
or adsorption as water is held in a rigid gel 
by the presence of as little as two percent of 
gelatin. This retention of liquid is a 
phenomenon frequently encountered in 
dealing with amorphous materials—rubber 
swollen in benzol is another example. 


The presence of a small amount of 
Paraflow results in a marked decrease in 
the size of the wax crystals of a paraffin 
distillate, producing a result similar to 
that of a protective colloid. The Para- 
flow inhibits the excessive growth of 
waxy crystals, and to a certain extent 
changes the shape of the crystals from the 
needle type to small equi-axial grains of 
apparently uniform size suspended in a 
fluid medium. The extent to which the 
network of wax crystals collapses upon 
the addition of Paraflow is shown in the 
accompanying photomicrographs, repre- 
senting samples of a Pennsylvania neutral 
containing respectively zero, one and 
one-half, and one-half percent of Para- 
flow. 

Paraflow is by no means alone in its 
ability to reduce crystal size. Many 
materials, such as ceresin, petrolatum, 
and asphalts, decrease the crystal size 
but do not lower the pour point, showing 
that the action of Paraflow cannot be 
entirely explained on this basis. On the 
contrary, this suggests that perhaps even 
the major effect is one of reducing the 
amount of oil normally retained by the 
wax crystals by some such mechanism as 
solvation or adsorption, probably the 
latter. This dual function of reducing 
crystal size and amount of oil adsorbed is 
most likely the basic mechanism of the 
action and explains the difference in 
effect produced by Paraflow on stocks 
containing crystalline wax, amorphous 
wax and mixtures of the two. Because 
of the absence of long interlocking 
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Apparatus for Cad- 
illac low tempera- 
ture pumping test. 


crystals, stocks containing petrolatum 
must of necessity be less responsive to 
Paraflow than regular paraffin distillates. 
It is definitely established that reduction 
in crystal size is due to protective colloid 
action and not to any crystal seeding 
action. 

A great number of tests in the labora- 
tory and on the road have proved that the 
use of Paraflow produces no deleterious 
effects on the lubricant and that it retains 
its ability to reduce the pour point—even 
after being subjected to extreme condi- 
tions of heat and usage. These tests, 
covering an exhaustive study of the new 
material and requiring several months for 
completion, are fully described in a 36- 
page pamphlet entitled PARAFLOW, which 
has recently been released by the Stand- 
ard Oil Development Company. The 
effect of Paraflow on practically every 
property of a lubricating oil was in- 
tensively studied, including pumpability, 
stability to heat and oxidation, engine 


Equipment 
for testing 
pumpability. 


wear, ease of starting, viscosity index, and 
many others. In the short space of one 
article, however, it is possible to discuss 
only a few of the most outstanding 
experiments. 

As has been previously stated Paraflow 
has a remarkable effect on the establish- 
ment of correct lubrication at low tem- 
peratures. Paraflow processed oils have 
far better pumpability, showing much 
higher rates of circulation at low tem- 
peratures than oils of higher pour point. 
At temperatures above their pour points 
Paraflow treated oils show little, if any, 
advantage in point of circulation over 
dewaxed oil, but the difference below the 
pour point is so marked as to afford a 
powerful advantage in all northern cli- 
mates. 

Tests conducted on a Mack BG engine, 
shown in the accompanying illustration, 
using three oils described in the accom- 
panying table, clearly demonstrate the 
superior pumpability of Paraflow proc- 
essed oil at low temperatures. 

The engine was specially fitted with 
four oil pressure gauges and trycocks all 
connected to the main oil line and each 
separated by five feet of coiled copper 
tubing. Station No. 1 was nearest the 
pump; Station No. 2 was twice as far 
away; Station No. 3 was three times as 
far as No. 1, etc. From the data pre- 
sented in the accompanying plot, the 
following conclusions may be drawn: 


1. The pumpability of the waxy oil is far 
inferior to either dewaxed oil or Paraflow 
processed oil at temperatures of 20 deg. 
Fahr. and 0 deg. Fahr. and at —15 deg. 
Fahr. the waxy oil channeled at the pump. 
Accordingly no comparison could be made 
on the curves. 

2. With engine temperatures of — 15 deg. Fahr. 
(below the pour point of any of the three 
the Paraflow treated oil pumped much more 
readily than the dewaxed oil. Both oils 











reached Station No. 1 at the same time, 
about 4.5 minutes. To reach Station No. 
2 required 6.6 minutes for Paraflow and 
9.7 minutes for the dewaxed oil—about 50 
percent more time. The dewaxed oil 
failed completely to reach Station No. 3 
whereas Paraflow arrived there in 11.6 
minutes. 


3. At 0 deg. Fahr. (slightly above their pour 
points) Paraflow displayed faster circula- 
tion to Stations No. 1 and No. 2 than the 
dewaxed oil, but no advantage thereafter. 
At 20 deg. Fahr. both Paraflow and de- 
waxed oils showed equally good circulation 
characteristics. 

Probably no tests more conclusively 
demonstrate the advantage of using 
Paraflow in winter motor oils than recent 
experiments with the Cadillac pumping 
equipment, shown in the accompanying 
illustrations. In the bottom of an al- 
cohol-solid carbon dioxide bath is an 
eight foot length of copper tubing con- 
nected to a Cadillac oil pump, which is 
naturally submerged in the oil under test 
in a reservoir. In the oil line are four 
pressure gauges and trycocks, each two 
feet apart, and a pressure relief valve. 
An electrically driven impeller circulates 
the cooling medium, the temperature of 
which is held constant within plus or 
minus one deg. Fahr. 

When the oil pump functions, oil is 
withdrawn from the reservoir and is dis- 
charged through the petcocks into beakers 
so that the rate of flow may be accurately 
determined at any temperature or speed. 
The data obtained are presented in the 
accompanying table. 

An interesting feature of this test is not 
only that dewaxed oils, due to channeling, 
fail to circulate at temperatures slightly 
below their pour points, but also the 
manner in which the oil is found to 
channel. From the cold oil surrounding 
the pump a core approximately one inch 
in diameter extending up to the surface of 
the oil in the reservoir is sucked into the 
pump, and then flow ceases. On the 
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LOW TEMPERATURE PUMPING TEST APPARATUS 
FOR CRANK CASE OIL 


other hand, the Paraflow processed oil, 
being much more plastic, continues uni- 
formly to feed into the pump intake. 

It will be observed, of course, that 
while dewaxed oil and Paraflow processed 
oil have practically the same pumping 
rates at 10 deg. Fahr. (i.e. above their 
pour points) the actual rate of oil circula- 
tion in the system with Paraflow proc- 
essed oil under test at —10 deg. Fahr. is 
nearly twice as great as with the dewaxed 
oil—even during the short period prior to 
complete cessation of flow of the dewaxed 
oil. 

An interesting road test demonstrating 
the stability of Paraflow pour points was 
conducted during May and June of 1932 
on eight vehicles of the Standard Oil 
Company’s Baltimore fleet. Each engine 
was drained and refilled with Standard 
Motor Oil treated with an abnormal 
amount of Paraflow. Every 500 miles 
thereafter samples were withdrawn for 
inspection and enough makeup was added 
to bring the oil level up tonormal. Seven 


Results of pump- 
ability test. 

















cars traveled more than 5,000 miles during 
the eight week test, and one exceeded 
2,500 miles. Yet, not one of the eight 
oils showed any increase whatever in pour 
point, nor was any other effect observed 
as a result of this abnormal mileage and 
the use of excessive quantities of Paraflow 
without crank-case draining. 

Paraflow has been found to be a valua- 
ble aid in the cold chilling of lubricating 
stocks. When added in small quantities 
to a naphtha solution of waxy oil, Para- 
flow causes the wax to separate on chilling 
as a dense dry sludge. Aside from any 
change in crystal structure this result is 
due to: (1) formation of smaller wax 
crystals; and (2) reduction in the amount 
of oil retained by the precipitated 
wax. 

Contrary to a quite prevalent belief, 
Paraflow is in no way a competitor of the 
conventional centrifuge dewaxing equip- 
ment. In reality Paraflow complements 
rather than supplants the centrifuge. 
Used in conjunction with the centrifuge 
Paraflow enables the refiner to manufac- 
ture better lubricants at lower costs. It 
is when Paraflow is used as a pour in- 
hibitor in conjunction with centrifugal 
dewaxing, i.e., dewaxing to moderately 
high pour and using Paraflow to bring the 
pour point down to zero, that Parafiow 
finds its principal market. As might 
naturally be expected, the use of Paraflow 
in this manner provides a finished lubri- 
cant with a higher viscosity index than 
that found under severe conditions of 
dewaxing. 

Paraflow has been found to be pecul- 
iarly well adapted to use in transmission 
oils and compounds. Although jt does 
not depress the pour point of these ma- 
terials more than 5 to 10 deg. Fahr., as 
previously mentioned, it exerts a marked 
effect on the low temperature plasticity of 
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a stock, resulting in the following ad- 
vantages: 


1. At low temperatures the effort required to 
shift gears is greatly reduced, this ad- 


carbon oil, possessing predominantly ali- 
phatic characteristics. 


At the present time the entire output of 
Paraflow is manufactured at one plant at 


Data on Oils Used in Cold Room Test 


Vis. S.U. at 100 deg. Fahr. 
Vis. S.U. at 210 deg. Fahr. 
Viscosity index. . 

Flash Point, deg. Fahr. 
Color, Tag Robinson 
Pour point, deg. Fahr. 


vantage being greatest at very low tempera- 
tures and disappearing at or near the pour 
point. 

2. At low temperatures the drag resistance of 
the transmission and differential is reduced 
to a great extent. 

3. As indicated by the Stevens Consistometer 
test there is marked decrease in channeling 
of such oils as are normally subject to this 
phenomenon. 

4. In hypoid gears, lubrication is slightly im- 
proved, resulting in lower temperatures and 
better gear tooth appearance after hard 
service. 

5. Handling gear lubricants at service stations 
in cold weather is greatly facilitated. 


Of no less interest than its unique 
properties is the process by which Para- 
flow is manufactured, which is described 
in U. S. Patent No. 1,815,022, issued on 
July 14, 1931. The preparation of Para- 
flow is a rather complicated chemical 
refining operation. The process involves 





150 Pa. neutral: Left: 0 per- 
cent Paraflow+30 deg. Fahr. 
pour. Right; 1.5 percent Para- 
flow — 20 deg. Fahr. pour. 


Paraflow 
Waxy Oil Dewaxed Oil Treated Oil 

148 457 447 
62.2 62.0 62.1 
103 101 105 
425 425 425 

2 1% 1% 
31 —6 —7 


the Bayonne, N. J., refinery of the Stand- 
ard Oil Company of New Jersey. Penn- 
sylvania wax constitutes the basic raw 
material. 

The wax is melted by steam coils in 
large tile tanks and passes through steam 





150 Pa. neutral, 0.5 
percent Paraflow, 
15 deg. Fahr. pour. 


heated pipes to the chlorinators in which 
chlorine gas under high pressure passes 
through the molten wax, producing 
chlorinated aliphatic compounds and 
hydrogen chloride. 

The chlorinated paraffins then pass to 
the reactors where they undergo the 
condensation reaction in the presence of 
aluminum chloride. Products of this 
reaction are the condensed aliphatics and 
more hydrogen chloride gas. So com- 
plete is the reaction and so carefully is 
the subsequent refining carried out that 


finished Paraflow contains less chlorides 
than. natural Pennsylvania lubricating 
oils. 

Since October 1931 sufficient Paraflow 
has been sold to treat more than 40,- 





Wax distillate in Diethy- 
lene chloride: 75 diame- 
+10 deg. Fahr. 


ters al 


000,000 gal. of motor oil. The fact that 
the sale of Paraflow for the month of Sep- 
tember this year was twice the aggregate 
sales for October, November and Decem- 
ber last year clearly indicates the wide- 
spread acclaim that this new product is 
enjoying. 


British Price Advance 
Announced Prematurely 


F oLLow1nc announcement in the Lon- 
don evening papers that the price of 
petrol would be advanced by 3 d. per 
gallon last month there was a general 
rush of consumers to purchase petrol 
through retail outlets. The rush was 
met in some quarters by considerable 
reluctance on the part of service stations 
to supply new customers with petrol 
which a few hours later would bring 3 d. 
per gallon additional. Lines of cars 
formed outside filling stations in London 
as a result of the announcement appearing 
during the evening while it was not to 
take effect till midnight. 


Results of Cadillac Pumping Test 
ping 


Amount of Oil Pumped—GMS 


o ° ° ° ° Pumping 
(1) chlorination of long chain aliphatic Test Temp. Time Relief Station No. Total Rate 
hydrocarbons and (2) the condensation of Deg. Fahr. _— See. Valve 2 3 4 gms/sec 
this chlorinated product on a high molec- = Dewaxed 10 183 1657 182 1023 535 3697 20.2 

. . » ( 198 30 501 1050 184 472 3647 8.4 
ular weight cyclic nucleus. The con- "*"*Mew - - ' ' 
densation step makes use of the Friedel dewnxes ~10 45 307 39 16 5 . 427 9.5 

p Dewaxed 

and Craft reaction, long known inorganic —_—Paraflow ied — =e = — - = oe aes 
chemistry, in which anhydrous aluminum yy. a -_ 4a 203 55 102 6 * 366 78 
chloride is the condensing agent or cata- _Paraflow —10 185 1918 225 166 40 52 2701 14.5 
lyst. The result is a very viscous hydro- * The dewaxed oil channeled after 45/47 sec. operation respectively and flow ceased 
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Cracking Capacity Increases Despite 
Low Crude Prices 


- 


U. S. Cracking Capacity Increases 5 Percent, 


Three Times the Rate of Straight Distillation 


Capacity. Trend Toward Modernizing Existing 


Plants Revealed. 


Tie total daily charging capacity of the 
cracking plants in the United States as of 
January 1, 1932, amounted to the record 
total of 2,046,981 bbl. This represents an 
increase over the previous year of 96,200 
bbl. or five percent. Although the in- 
crease in total charging capacity of the 
cracking plants during 1931 was consid- 
erably less than in 1930, it was about three 
times the increase in the capacity for 
straight distillation. 

Total daily charging capacity of the 
plants operating on January 1, 1932, 
amounted to 1,603,809 bbl., or 78 percent 
of the total; the capacity of the inopera- 
tive plants was 394,585 bbl., or 19 per- 
cent; that of the plants under construction 
was 48,587 bbl., or three percent. Com- 
pared with a year ago, these data represent 
a small increase in operative capacity, a 
large gain in inoperative capacity, and a 
large decrease in the capacity under con- 
struction. The refinery survey showed 
a comparable increase in the inopera- 


tive capacity of the equipment used for © 


straight distillation, but showed a de- 
crease in operative capacity and a much 
larger relative decline in the capacity 
under construction. These facts indicate 
an expansion in cracking at the expense 
of skimming. 

In cracking, as in practically all in- 
dustrial operations, capacity may be in- 
creased either by constructing new units 
or by remodeling existing equipment. 
Until five years ago most of the capacity 
that was added consisted of new equip- 
ment; but the last few years have wit- 
nessed a tendency to increase the poten- 
tial throughput by modernizing existing 
units. It is estimated that at least 
125,000 bbl. of daily cracking capacity 
was added through remodeling in 1931, 
compared with about 150,000 bbl. added 
through the construction of new equip- 


Reprinted from U.S. Bureau of Mines informa- 
tion circular 6648. 
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ment. On the other hand, the cracking 
capacity is also reduced in two ways, by 
the dismantling of old units and through 
obsolescence. It is estimated that about 
110,000 bbl. of capacity was dismantled in 
1931 and that about 70,000 bbl. was lost 
through obsolescence. 

The number of cracking units as of 
January 1, 1932, totaled 1,348 compared 
with 1,868 a year ago. This material 
decline resulted chiefly from the disman- 
tling of a large number of Burton stills of 
small average capacity. The number of 
units has shown a steady decrease in 
recent years, the total capacity a steady 
increase. This trend is indicative of the 
tendency of refiners to replace small, 
obsolete units by one or two large modern 
units. For example, the average size of 
the cracking units on June 1, 1925, the 
date of the first cracking survey, was 330 
bbl.; on January 1, 1932, it was approxi- 
mately 1,500 bbl. 

Texas continued to rank far ahead of 
the other states in total capacity of 
cracking plants; California was second, 
Indiana third. The total capacity of the 
cracking plants in Texas, which are largely 
concentrated on the Gulf coast, amounted 
to 645,720 bbl., or 32 percent of the total 
for the United States. In a number of 
States the capacity of the plants dis- 
mantled in 1931 exceeded the increase due 
to new construction or to the remodeling 
of the old units. Wyoming showed the 
largest decrease in capacity during 1931; 
Oklahoma showed a decline for the second 
successive year. 

Thirty-seven different types of cracking 
processes were reported in this survey 
compared with 35 a year ago and with 27 
in 1925. Approximately half of the num- 
ber of types listed in 1925 were reported 
in the 1932 survey, from which it may be 
assumed that about two dozen new types 
have been developed in the intervening 
seven years. The number of processes 
showed the most rapid increase in 1928; 


since then the number of new processes 
developed has about equaled the number 
no longer reported. The various types of 
cracking processes may be divided into 
two general classes, one comprising those 
which have been actively licensed, the 
other made up of those that have been 
used exclusively by the respective com- 
panies which designed them. For pur- 
poses of designation, these groups will be 
referred to as the ‘‘license’’ and ‘‘own”’ 
groups. At the time of the bureau’s first 
survey (1925) the license group was of 
primary importance, but the last few years 
have witnessed a rapid increase in the 
capacity of the ‘‘own”’ group. For ex- 
ample, between January 1, 1931, and 
January 1, 1932, the total capacity of the 
“‘own”’ group rose from about 930,000 
bbl. to 1,060,000 bbl.; the total capacity of 
the license group declined from about 
1,020,000 bbl. to 990,000 bbl. in the same 
period. 

Cracking processes may be further 
divided into those which operate in the 
liquid phase and those which operate in 
the vapor phase. Liquid-phase processes 
were the first to be developed. The de- 
velopment of vapor-phase units was given 
an impetus by the discovery that the 
gasoline produced by them had an unusu- 
ally high anti-knock rating. Thus the 
total capacity of the vapor-phase units 
practically doubled between January 1, 
1930, and January 1, 1932. It should be 
noted, however, that the total daily 
capacity as of January 1, 1932 (60,350 
bbl.) represented only about three per- 
cent of the total. 

The production of gasoline by cracking 
has shown a steady increase in recent 
years; in 1931, the output of cracked 
gasoline totaled 176,181,000 bbl., an in- 
crease of seven percent over 1930. As 
the output of all grades of gasoline at 
refineries showed a small decrease in 1931, 
it follows that the proportion of cracked 
gasoline to the total increased materially. 
It might be assumed that, in times of low 
crude prices such as prevailed in 1931, the 
skimming of crude oil would be preferable 
to cracking. Actually the reverse held 
true; that is, cracking increased materially 
and skimming declined. At some re- 
fineries all the skimming units were shut 
down for months at a time and only the 
cracking plants operated. In some cases 
this was due to a restriction in the supply 
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of crude oil, but in general it was a tribute 
to the increased efficiency of cracking. 

Data as to the gasoline yields obtained 
by cracking vary widely depending upon 
the type of process, the charging stock, 
and the extent of recycling. In 1925 the 


average gasoline yield reported by all the 
companies was 33 percent of the charging 
stock. In 1931 an analysis of the reports 
of about 25 large companies showed a 
yield of 45 percent, indicating a material 
improvement in efficiency. 


Increased Demand for Oil Seen in 
Growing Use of Diesel Engines 


ENcrEAsED demand for oil will grow 
out of the substitution of Diesel engines 
for power in the airplane, automobile and 
truck according to S. A. Guiberson, Jr., 
oil producer and Diesel manufacturer. 
Mr. Guiberson, who has been experiment- 
ing with Diesel engines for airplanes, 
bases his assertion on the fact that 
cheaper power will lead to more extensive 
use of oil as a source of power, and hence 
to a greater demand for petroleum 
products. Cheapened power has always 
led to greater demand in the past and may 
be expected to now. 

Mr. Guiberson also points out that if 
Diesel fuel should supplant gasoline to any 
great extent it would then become the 
premium priced product and carry the 


burden of expense for the production and 
manufacture of all petroleum products. 

With ignition apparatus comprising at 
least 50 percent of the modern gaso- 
line engine and causing a proportionate 
amount of trouble, it is obviously an ad- 
vantage to use a motor that eliminates 
this complicated mechanism, other things 
being equal. For use in airplanes, the 
Diesel engine decreases the fire hazard 
and therefore proves a very welcome addi- 
tional safeguard. 

While Mr. Guiberson minimizes the 
amount of readjustment necessary in the 
refining branch of the oil industry in the 
event that such a change should occur, it 
is obvious that this would be a very im- 
portant and expensive factor. 


Successful Correlation of Road and 
Laboratory Anti-Knock Tests 


SarTisFactory correlation between the 
knock intensities of fuels rated in auto- 
mobiles on the road and the octane- 
number ratings of fuels as determined on 
the C. F. R. engine is the outcome of an 
intensive period of cooperative road and 
laboratory test work conducted under 
the direction of the road-test correlating 
group of the C. F. R. Detonation Sub- 
committee. As a result of the combined 
efforts of a voluntary committee com- 
posed of representatives of 14 automotive 
ind petroleum laboratories a method has 
been developed which makes possible the 
correlation of road and laboratory results, 
which will require only minor modifica- 
tions of the present C. F. R. testing equip- 
ment and which has received the approval 
of the Cooperative Fuel Research Steer- 
ing Committee at its recent meeting. 

The road tests were conducted at 
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Uniontown Hill, Uniontown, Pa., using 
15 different makes of automobiles and 15 
fuels representing practically all of the 
types now on the market. The fuel 
samples were labeled with a system of 
letters and numbers, the key to which was 
known only to the Secretary of the Com- 
mittee and which has since been destroyed 
to avoid any possible identification of 
commercial gasolines. More than 2,500 
runs were made up the Uniontown Hill 
and approximately 10,000 observations 
of knock were recorded. During two 
and one-half weeks spent on the labora- 
tory testing procedure in the laboratories 
of the Waukesha Motor Company at 
Waukesha, Wisc., 650 individual knock 
ratings were made on the fuels tested 
at Uniontown and 68 modifications in 
procedure were made. 

The new test procedure, designated as 


the C. F. R. Motor Method, differs from 
the older method, now to be known as 
the C. F. R. Research Method, in five 
respects. Adjustments are prescribed for 
the C. F. R. engine to modify the test 
procedure to the following: 


1. Engine Speed: 900 r.p.m. 

2. Mixture temperature: 300 deg. Fahr.; heat ap- 
plied by an electric heating unit placed between the 
carburetor and the intake port; the mixture tempera- 
ture to be measured by a mercury thermometer whose 
bulb is placed in the center of the mixture stream 
entering the inlet port. 

3. Spark timing: 26 deg. before top center at 5:1 and 
following the present timing mechanism at other 
compression ratios. 

4. Shrouded intake-valve. 

5. An improved type of steam condenser and elimi- 
nation of the circulating pump. 


Papers discussing complete details of 
the work at Uniontown and Waukesha 
will be given at the next meeting of the 
American Petroleum Institute in Novem- 
ber and the October issue of the JOURNAL 
OF THE SOCIETY OF AUTOMOTIVE ENGI- 
NEERS contains an article giving the 
most complete information on the new 
procedure that has yet been made 
available. 


Library 


Books relating to the petroleum in- 
dustry may be obtained from the Book 
Department of WoRLD PETROLEUM at the 
publishers’ prices plus postage. 


v 


@i Sips AND SEA TRANSPORT by A. 
C. Hardy (10/6d.). Devoted to trade 
in oil and development of tankers for the 
oil trade, this book gives careful considera- 
tion to the question of the fuel best 
adapted for use in British tankers. Mr. 
Hardy maintains that a sense of loyalty 
to the British coal industry has caused 
shipowners in England to discount some 
of the advantages of oil burning and Diesel 
vessels. The international use of British 
vessels, however, makes it necessary for 
shipowners to adopt the latest improve- 
ments or lose the preeminent position 
held by British tankers in world trade. 
While this may cost the coal industry an 
important customer, the large imports of 
crude oil into England furnish employ- 
ment for workers from the coal fields and 
only the danger of having the oil supply 
cut off in case of war remains. 

In addition to fuel supply for tankers, 
and international trade in oil, Mr. Hardy 
discusses latest developments in tanker 
design and the probable trend of future 
developments. 
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BRicharp Alrey, president, Asiatic 
Petroleum Corporation, is at present in 
Great Britain. Mr. Airey is expected to 
return to the United States during the 
latter part of October. 


v 


eB. u. SENIOR, Standard Oil Company 
of New Jersey, sailed for London late in 
September. 


s 


J. WW. Senior 


7 





BRosert L. CROOK, JR., Nederlandsche 
Koloniale Petroleum Maatschappij N. V., 
Borneo, is in the United States on a vaca- 
tion trip. He is studying oil production 
in the mid-continent field and plans to 
leave for the Dutch East Indies in about 
two months. 

* 


Milorcan waLker, chief engineer, 
Standard Oil Company of Venezuela, is 
vacationing in Oklahoma. He plans to 
leave about October 12 for Caripito, 
Venezuela, where he makes his head- 
quarters. 

Vv 


Hfoyt sHERMAN, assistant agent for 
the Venezuela Gulf Oil Company, Mara- 
caibo, Venezuela, is in the United States 
on a vacation. 

v 


eB. A. CLARK, field manager for the 
Lago Petroleum Corp., is expected to 
arrive in the United States shortly after 
October 1. 


E. x. scnippers, superintendent, 
Shell Oil Company’s Woods River re- 
finery, recently arrived in New York 
following a visit to the Hague. 


v 
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BDk. LAzARE EDELEANU has _ been 
awarded the Redwood medal by the 
Institution of Petroleum Technologists 
of Great Britain. The Redwood is the 
highest honor bestowed by the Institu- 
tion and is given to Dr. Edeleanu, in this 
case, in recognition of his remarkable 
contributions to the technology of pe- 
troleum refining. 

Vv 


Sir EDWARD MANVILLE, chairman of 
Phoenix Oil and Transport Company, 
returned to London last month from a 
tour of Northern Europe and Scotland. 

Vv 

Captain Hu. MILES, senior captain of 
the Anglo-Saxon Petroleum Company’s 
fleet, has retired after nearly thirty- 
eight years’ service in Shell tankers. 

v 

Sir JOHN CADMAN, chairman of, Anglo- 
Persian Oil Company, has returned to 
London from a vacation in Baden-Baden. 








C. bp. poornik, of the Hague engi- 
neering staff of Bataafsche Petroleum 
Maatschappij, has transferred to Pang- 
kalan Brandan, Sumatra. 


v 


Cuar.es D. BRIGHTWELL, acting-man- 
ager of the Colombian Petroleum Com- 
pany, Cucuta, Colombia, was stabbed on 
August 11 by a native who formerly was 
cook for the camp. We regret to say 
that Mr. Brightwell died on August 14 as 
a result of his injuries. He leaves a wife 
and son. Mr. Brightwell was formerly 
with the Venezuela Gulf Oil Company at 
Bella Vista, Maracaibo. 

Vv 


Mik. AND MRS. HOMER SMITH sailed 
September 28 for Burmah, where Mr. 
Smith is associated with the Burmah Oil 
Company. 

Vv 


Hivcu mccrea, purchasing agent for 
the Trinidad Leaseholds Ltd., arrived in 
New York the latter part of September. 
One of the important inducements to 
come to the United States at this time 
was the opportunity of seeing the World 
Series. 

Vv 


BB. or. emeick, technical adviser, 
Burmah Oil Company, is at present in 
California where he plans to make a 
study of American drilling under pressure. 





FES 


S. L. Naguinsky 


S. L. NAGUINSKY, vice-chairman and 
managing director, Russian Oil Products 
Ltd., has left London for Moscow, where 
he has been made a member of the board 
of the Soyouznefteexport. It is under- 
stood that he will proceed to the Soviet 
oilfields. 

v 

C. 8s. Le FLOoRE, Burmah Oil Company, 

sailed September 28 for Burmah. 


Hfarotp F. sHEETS, vice president, 
Socony-Vacuum, returned to the United 
States from Paris late in September. Mr. 
Sheets has been closely connected with 
the International Oil Conference held in 
Paris in July and successfully concluded 
on September 15 when the Roumanians 
ratified the Paris agreement as described 
elsewhere in this issue. 
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Daily 
Production 
bbl. 

. 2,127,250 
332,050* 
10. 700** 
2.167.700 
355.550* 
11.400** 
2,191,600 
386.200* 
16,900** 
2.178.550 
371.500 


Week Ending Sept. 3 


Week Ending Sept. 10 


Week Ending Sept. 17 


Week Ending Sept. 24 


Unitep QTATES 


Daily Runs 





California 


Gasoline Imports Shipm. East 


to Stills Stocks for week for week 
bbl. bbl. bbl. bbl. 
1.964.300 55.384.000 608.000 217.000 
2.031.100 54.536.000 660.000 none 
2.058.000 53.099.000 639.000 190,000 
2.104.000 = 52.328.000 951.000 282.000 


Underlined figures indicate improvement in statistical position—decrease in production, 


runs to stills, gasoline stocks or imports. 


* Production of the Rusk-Gregg field, East Texas. 
** Production of the Conroe field, Texas Gulf Coast. 


Trade Readjustment 


Durinc the month of July, the first 
full month after imposition of tariff on 
crude oil and its products, the total im- 
ports were reduced radically, reaching but 
2,422,000 bbl., as compared with the 
monthly average of 9,090,000 bbl. for the 
first six months of the current year. 
Motor fuel imports amounted to a nominal 
figure of 64,000 bbl. in July, as compared 
with a monthly average of 1,272,000 bbl. 
for the preceding six months. 

The export business fell off somewhat, 
the total exports of all petroleum products 
reaching 7,177,000 bbl., as compared with 
an average of 9,602,000 bbl. per month for 
the preceding six months, while motor fuel 
exports declined to 2,363,000 bbl. from an 
average of 3,540,000 bbl. for the previous 
six months. 

The effect of tariff in July was, there- 
fore, that of readjustment. The motor 
fuel that would have been imported into 
United States was shipped directly else- 
where, a corresponding reduction taking 
place in the United States motor fuel ex- 


Relation of stocks of all petro- 
leum products to gasoline stocks. 
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ports; thus the reduction in motor fuel 
imports of 1,208,000 bbl. was counter- 
balanced by the reduction of exports by 
1,177,000 bbl. Theimports of all other pe- 
troleum products contracted by 5,460,000 
bbl. during July, while exports declined 
only 1,218,000 bbl., leaving an ap- 
parent favorable balance of 4,242,000 
bbl. which was taken out of domestic 
storage, and not from the imported prod- 
ucts, which would have been the case if 
the oil tariff had not been in force. 
Thus in the month of July the domestic 
fields benefited by 136,800 bbl. per day. 
Whether this advantage will continue 
into the future is difficult to foretell, 
though under current excess supply and 
cheap flush production of high gravity oil 
in United States, more particularly along 
the Gulf Coast, the international markets 
will in all probability continue to pur- 
chase their supplies from this country, 
rather than draw upon heavy oil stocks of 
Venezuela. 


Price Structure Weakens 
@w SepTeMBER 12 the Standard Oil 


Company of New Jersey reduced the price 
of bunker fuel oil ten cents a barrel to 75 
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cents at New York, Boston, Baltimore and 
Norfolk, Va.; to 70 cents at Charleston, 
S. C. and to 60 cents at Baton Rouge, La., 
New Orleans, and at all Texas Gulf 
Coastal ports. On the same date the 
service station price of gasoline was cut 
2 cents a gallon by all the major marketers 
in the St. Louis area, the new price being 
11.6 cents a gallon for third grade gasoline, 
14.6 cents a gallon for regular grade and 
17.6 cents a gallon for Ethyl, thé above 
quotations including all taxes. 

On September 22 the Standard Oil 
Company of New Jersey reduced posted 
retail tankwagon and service station prices 
of motor fuel 2.2 cents a gallon in New 
Jersey and 3.2 cents a gallon in Maryland, 
Virginia, West Virginia, North and South 
Carolina and District of Columbia. 
Though this open break in prices was due 
primarily to undercover price cutting, as 
well as open underselling, staged by 
smaller oil marketing agencies all over the 
country for the last month, the cut was 
also partly due to weakened statistical 
position of the industry, which enters the 
quiet consuming season with high gasoline 
stocks and with unsettled conditions in 
the producing oil areas. 

Refinery gasoline prices declined one- 
half cent a gallon during the past month 
and the trend was still downward at this 
writing. Quotations on September 21 
were 374-41, cents per gallon for 58-60 
U.S.M., 57 and below octane rating, in 
Group 3, Oklahoma, market; 57 to 64 
octane rating, U.S.M., commanded 41,- 
43% cents per gallon and 65 and above 
octane rating grade, U.S.M., was quoted 
at 454-5 cents per gallon. Gulf Coast 
prices for export remained steady at 414 
cents per gallon for 58-60 U.S.M. 

Natural gasolines were quoted without 
much change from last month, bringing 
23, to 214 cents per gallon for grade 
26-70 (former AA) in Oklahoma and 
North Texas. 

Kerosene prices declined about 14 of a 
cent a gallon from the preceding month, 
41-43 w.w. grade being quoted on Sep- 
tember 21 at 27-31% cents a gallon in 
Group 3, Oklahoma, market; while Gulf 
Coast prices for export remained un- 


Six major oil stocks in relation to 50 indus- 
trial stocks on the New York Stock Exchange. 
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changed at 43% cents per gallon for grade 
41-43 p.w. 

Posted crude oil prices remained with- 
out change in Mid-Continent, California, 
Gulf Coastal, Rocky Mountains and Mid- 
Western fields, but they were shaded 
slightly on September 13 in the Eastern 
fields. The cut in Eastern crude oil 
prices amounted to 15 cents per barrel, the 
Pennsylvanian grade in National Transit 
Lines having been cut from $2.02 to $1.87 
per barrel and in Eureka Pipe Line Com- 
pany lines from $1.67 to $1.52 per barrel, 
with similar cuts throughout the district. 

Crude oil price structure in Mid- 
Continent and Gulf Coastal fields was dis- 
tinctly weak by the end of September, and 
failing immediate radical reduction in 
daily production a cut of 20 to 25 cents a 
barrel appeared inevitable in the near 
future. Fear that such price reduction 
would jeopardize the whole proration en- 
forcement and thus again threaten the 
producing branch of the oil industry with 
chaos has been probably one of the major 
factors delaying the cut, though $1.00 
crude oil is not at all justified with gaso- 
line selling at 37, cents per gallon and 
showing signs of weakening to 314 cents. 

Governor Murray of Oklahoma in re- 
sponse to the obvious weakness in the price 
structure has threatened to shut down 
Seminole producing leases of companies 
initiating downward price revision. Gov- 
ernor Murray stated that the oil compa- 
nies would have toappreciate the necessity 
for a ‘“‘living price’’ for Oklahoma crude: 
he would not support an exorbitant crude 
price but $1.00 per barrel is not exorbi- 
tant. Carl Estes, editor, of Tyler, Texas, 
has called a conference of oil men to con- 
sider means of supporting the weakened 
price structure. 


Refinery Runs Down 


For the week ending September 3 
the refinery runs established a low record 
figure of 1,964,300 bbl. (A.P.I.) per day, 
such decrease being achieved by the re- 
duced runs in Eastern, Great Lakes and 
Texas Gulf refineries, all of which oper- 
ated at under 65 percent of their capaci- 
ties. The reduction was only temporary, 
the following week runs having been in- 
creased to 2,031,100 bbl. per day. The 
low figure of the preceding week however 
indicates that at least some real efforts are 
being made to bring the runs in line with 
the demand for refined products. 


Demand Decreases 10 
Pereent* 

Enpicatep domestic demand for motor 
fuel during June and July, 1932, averaged 


* (Domestic data adjusted to two months in con- 
sideration of temporary factors affecting June and 


July distribution figures as published by United States 
Bureau of Mines.) 
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1,150,000 bbl. per day, an increase of 
12.87 percent over the daily average of 
the preceding month, May, but 127,000 
bbl. per day under the domestic motor fuel 
consumption in June and July of 1931, a 
decrease of 9.94 percent, indicating a 
moderate improvement in demand over 
May and April, 1932, both of which 
months showed higher rates of decline by 
comparison with corresponding months of 
1931. 

The average domestic and export de- 
mand for motor fuel during the last 
quarter of the current year should not 
exceed 1,000,000 bbl. per day, 940,000 
bbl. domestic demand and 60,000 bbl. for 
export, as compared with 1,150,000 bbl. 
per day, 1,040,000 bbl. domestic demand 
and 110,000 bbl. for export, during the 
same period last year, thus indicating that 





refinery runs, both of domestic and foreign 
crude, must not exceed 2,090,000 bbl. per 
day (U. S. Bureau of Mines figures basis 
of compilation) if additions to currently 
heavy stocks are to be avoided. 

Export of motor fuel averaged 76,000 
bbl. per day in July of 1932, a decrease of 
35 percent under June, 1932, and 47.3 
percent under July of 1931. The decline 
was due entirely to the readjustments of 
the refinery markets because of the re- 
cently imposed import excise tax, which 
has caused motor fuel from Caribbean re- 
fineries to be shipped to outside markets, 
instead of supplying certain closer-in 
areas of the United States. This readjust- 
ment in all probability was principally 
an intra-company change, affecting only 
three major concerns and causing some- 
what longer tanker shipments. 


Theit and Texas R.R. Commission 


Upset Proration 


Proration enforcement throughout 
the major fields of Mid-Continent and 
Gulf Coast experienced considerable diffi- 
culties during the past month. 

In the State of Texas Mrs. Miriam 
A. (Ma) Ferguson was nominated for the 
Governorship, winning by a small margin 
from the present Governor R. S. Sterling. 
Inasmuch as the Democratic nomination 
in Texas is equivalent to election and be- 
cause Mrs. Ferguson’s forthcoming policy 
in regard to rigid enforcement of proration 
is uncertain, the Texas situation is doubt- 
ful at best. 

In the meanwhile under the stress of dis- 
satisfaction in the East Texas field due to 
rumored illicit production and theft of 
oil far in excess of allowable production, 
and possibly because of political pressure, 
the Texas Railroad Commission unwar- 
rantedly increased the permitted flow 
from 43 to 50 bbl. per well per day for the 
first half of September, thereby increasing 
the field’s allowable to 375,000 bbl. from 
325,000 bbl. per day, whereas a really 
constructive and welcome measure would 
have been the reduction of the allowable 
production by 50,000 bbl. to 275,000 
bbl. per day. It is extremely doubtful 
whether the action of the Commission 
prevented the existing illicit production, 
or even reduced it, but in fact it caused, or 
was contemporaneous with, a 14 of a cent 
per gallon break in gasoline prices, it 
definitely contributed to a spurt in new 
drilling operations in the field and it cre- 
ated dissensions among the major pur- 


chasers in the pool. Humble Oil and 
Refining Company (S.O.N.J.), the leading 
producer and purchaser in the East Texas 
field, announced that it would purchase 
but one-half of the new allowable, or 25 
bbl. per day, at the posted price, and that 
it would store for producers, if they so 
chose, the other 25 bbl. at a cost of two 
cents per barrel per month, whereupon 
the Attorney General of the State ob- 
tained from the District Court at Austin 
a temporary injunction restraining the 
company from taking such action. 

The Humble Oil and Refining Company 
continued to purchase 50 percent of the 
allowable from its own and from outside 
well connections; but did not store the 
other 50 percent of the allowable from 
either its own or outside wells, having 
withdrawn the storage offer after the in- 
junction was obtained by the State. The 
Stanolind Crude Oil Purchasing Company 
continued to purchase to the extent of the 
old allowable figure of 43 bbl. per day, 
while all other purchasers bought and ran 
the full allowable of 50 bbl. per day. 

During the second half of September 
the Commission reduced the allowable of 
East Texas field to 46 bbl. per well per day 
in order to keep within the new top 
allowable of 375,000 bbl. for the whole 
pool. In the middle of the month a large 
number of East Texas producers signed a 
petition requesting the Texas Railroad 
Commission to restore the former 325,000 
bbl. per day limit. 

At the time of increasing the allowable 
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in the East Texas field the Railroad Com- 
mission attempted to counterbalance this 
increase by corresponding reduction in 
Van, Yates and Gulf Coastal pools, but in 
the case of Yates pool the Commission’s 
order, reducing the allowable production 
from 65,000 bbl. to 58,500 bbl. per day 
effective September 15, was objected to by 
the Mid-Kansas Oil and Gas Company 
(Ohio) which succeeded in securing an 
injunction from Federal Court at Austin 
restraining the Commission from cutting 
the allowable of the Yates field thus forc- 
ing the Railroad Commission to cancel its 
order as affecting Yates. Even greater 
opposition to the preferential treatment 
of the East Texas pool was encountered 
in the Gulf Coastal fields. 

The Railroad Commission plans to re- 
duce eventually the maximum allowable 
per well per day production to 200 bbl. in 
the State, first cutting it to 240 bbl., and 
to bring the State’s daily average produc- 
tion to 800,000 bbl., as compared with the 
daily average of 927,774 bbl. for the week 
ending September 17. In fact, however, 
such indicated decrease, or any smaller 
decrease, is questionable because so far 
the State of Texas has failed to reduce its 
output in proportion to reductions effected 
in Oklahoma and in California. 


Daily Average Output of Three Principal 
Oil Producing States in United States 


Oklahoma’ California Texas 
Week Ending bbl. bbl. bbl. 

Aug. 13 416.895 475.750 859.441 
Aug. 20 390,265 475,000 858.056 
Aug. 27 386,715 472,000 862.753 
Sept. 3 382.820 477.000 865.122 
Sept. 10 394,220 480.500 891.885 
Sept. 17 387.515 478,000 927,774 


On September 19 the Texas House of 
Representatives passed a bill defining 


Total petroleum exports in relation to im- 


theft of oil and making it a criminal of- 
fense. The bill previously had been 
passed by the State Senate. The new law 
was proposed to meet the conditions in 
the East Texas field, where there were 
numerous complaints of land and lease 
owners that they were not being com- 
pensated for all oil run from their prop- 
erties. 

In Oklahoma strict enforcement of pro- 
ration continued, though some oil was still 
reported overproduced and stolen in 
Oklahoma City pool. It was indicated 
that gross production tax was paid to the 
State Tax Commission on some 3,500,000 
bbl. which were not reported to the Cor- 
poration Commission and hence were in 
excess of the allowable, that volume hav- 
ing been produced from April 27 to 
September 10, 1932, primarily in the 
Oklahoma City pool. The tax-paid but 
not reported production therefore amounts 
to 25,600 bbl. per day during the whole of 
the past summer, or to about 25 percent in 
excess of the proration allowable, while it 
is quite certain that at least some crude 
oil was neither reported to the Corpora- 
tion Commission nor to the State Tax 
Commission. 

Considerable difficulties were caused 
last month to the Corporation Commis- 
sion of Oklahoma by the Wilcox Oil and 
Gas Company which obtained from the 
State’s Supreme Court an order allowing 
it to produce crude oil in accordance with 
the current proration orders, even though 
all company’s wells were shut down by the 
orders of Corporation Commission because 
of the large previous overproduction, and 
ordered to remain shut in until all of the 
overproduction has been made up. In 
accordance with State’s Supreme Court 
injunction the Wilcox Oil and Gas Com- 
pany attempted to open some of its wells, 


brief action one worker was reported 
slightly hurt and curious spectators were 
driven away by gas bombs, but on the 
whole the enforcement of martial law 
orders was efficient and peaceful. To 
prevent any further difficulties the Na- 
tional Guard troops were increased to 162 
officers and men in the Oklahoma City 
pool. In the meantime Corporation 
Commission prepared a motion asking 
the State Supreme Court to vacate its 
order under which Wilcox Oil and Gas 
Company attempted to reopen its ten 
wells. Commission’s attorneys charged 
that the $5,000 supersedeas bond granted 
Wilcox Company amounted to “licensing 
the illegal production of oil.’”’ It was 
argued that any bond, if granted, should 
be at least $500,000 as the Wilcox Com- 
pany was charged with an overproduc- 
tion of 1,250,000 bbl. The attorneys 
stated that: 


Any producer, having overproduced his 
wells more than 1,000,000 bbl. would gladly 
post a mere $5,000 bond so as to continue 
such illegal and unlawful production, while 
other operators abiding by statutes and 
proration rules of ratable taking must sit 
idly by and see their oil drained. 


At this writing the outlook is for con- 
tinued uncertainty and high rate of pro- 
duction in Texas generally, and for con- 
tinuation of illicit overproduction in the 
East Texas field by a considerable margin, 
the State, in the present indefinite political 
situation, either not having or not desiring 
to employ means of preventing overpro- 
duction. In Oklahoma the curtailment 
will be enforced, though court actions to 
break enforcement will follow one another 
through to the United States Supreme 
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Court which has already once ruled in 
favor of the Corporation Commission 
under conditions then prevailing and there 
is no reason to presume that the U. S. 
Supreme Court will reverse its previous 
decision. In the event of a wide open 
break in Texas, Governor Murray threat- 
ened to open all Oklahoma oil fields, either 
of which actions will force crude oil to 10 
and 5 cents per barrel. That even a pos- 
sibility of such action is considered in- 
dicates the continued instability and 
uncertainty prevailing in the producing 
branch of the oil industry as the slack 
consuming season opens. 


Rusk-Gregg—East Texas 


Tue per well per day allowable in the 
East Texas field was increased from 43 
bbl. to 50 bbl. during the first half of 
September, and then reduced to 46 bbl. 
for the second half of the month, under the 
raised allowable for the whole field of 
375,000 bbl. per day, as compared with 
325,000 bbl. limit in force till the end of 
August. 

At the close of September there were in 
the Rusk-Gregg field 8,250 wells, an aver- 
age of one well per 13.30 acres of the 
proven area. Cumulative legal recovery 
from the field reached about 195,000,000 
bbl. by October 1, an equivalent of 1,770 
bbl. per acre of the proved area. Under 
the influence of increased per well per day 
allowable the rate of new locations in the 
East Texas field increased notably, re- 
versing the previously declining trend 
which carried new projects down to 90 
per week, last week’s locations again 
mounting to 113, while completions also 
increased from 108 to 118. The number 
of completed wells in the East Texas field 
is at this time far in excess of the economic 
limit which may be considered at 5,500, 
figuring on one well per 20 acres of the 
proved area of the field. The continued 
rush of new projects will very likely carry 
the total number of producing wells in the 
field to 11,000 by next summer, entailing 
an economic waste of around $100,000,000. 


Conroe—Texas Gulf 


Recent completions accelerated the 
rate of development of the Conroe field, 
the number of producing wells in the pool 
reaching 19, while 20 projects are under 
way at this time. New completions 
showed excellent initial production, rang- 
ing up to 3,500 bbl. per day through 34- 
inch chokes. All new wells in the field 
were of inside character and the pool 
therefore was not extended. The Hum- 
ble Oil and Refining Company’s No. 1 
Dobbins, Ransom House Survey, referred 
to in the previous issue of WORLD PETRO- 
LEUM, was saved as a small producer 
estimated at about 125 bbl. per day. 


While the Texas Railroad Commission 
argued proration elsewhere in the State, 
and while general further curtailment in 
Texas in favor of the East Texas field was 
meeting with opposition, the Conroe field 
production was limited only by the volume 
desired by the purchasing and transport- 
ing agencies, with the result that the pro- 
duction from the pool increased to 16,000 
bbl. per day. The anticipated maximum 
allowable of 240 bbl. per well per day for 
the Gulf Coastal area in Texas would, 
when effected, reduce the production from 
the Conroe field to 4,800 bbl. per day, 
gradually increasing to 9,600 bbl. with 
new completions. 


Buckeye—Texas Gulf 


Unirep North and South Develop- 
ment Company No. 1 Laura V. Stoddard 
located on the Buckeye townsite, 20 miles 
from the Gulf Coast and 70 miles due 
southwest from Houston, was completed 
early in September, flowing 1,850 bbl. 
daily of 38.6 gravity crude oil through a 
14-inch choke, accompanied by 10,000,000 
cu. ft. of gas, from a total depth of 7,924 
ft., thus adding another important pool 
to the Texas Gulf Coast. The new com- 
pletion is located on a deeply buried salt 
dome, with producing sand encountered 
in the Oligocene sediments. 

No. 1 Stoddard is the deepest producing 
well in the Gulf Coastal area. The oper- 
ating company has under lease 12,000 
acres surrounding the discovery well in 
all directions and hence the development 
of the field will be slow and orderly and 
will not jeopardize the State’s curtailment 
plans. 


Central Oklahoma 


SINcE the discovery of Oklahoma City 
pool late in 1928 there has not been a 
single pool of major importance opened in 
the State, which caused many observers 
to predict gradual elimination of Okla- 
homa from the class of the three great oil 
producing States. Lack of new major 
discoveries, however, was not due to ab- 
sence of such prospects, but to the exist- 
ing overproduction in Seminole and Okla- 
homa City, while most new prospects 
were on long term leases and hence did not 
require immediate drilling operations. 
Most of the well considered prospective 
blocks in Central Oklahoma were accu- 
mulated by various oil companies in 1928 
and 1929 when considerable surface and 
core-drilling geological work uncovered 
several promising structural features; 
leases then acquired were for five year 
terms and therefore their expiration dates 
fall in 1933 and 1934. Though but very 
few major concerns were active in detail 
prospecting, the Central Oklahoma dis- 
trict has been considered favorably by 





most oil companies which protected them- 
selves by extensive checkerboard plays, 
some townships having been entirely 
leased up in that manner, while the whole 
area shown in the accompanying map, 
3,000 sq. miles, was at one time leased 
probably to the extent of 75 percent. 
Thus when detail core-drilling uncovered 
favorable structural conditions the pros- 
pecting company was able to secure but 
little of the acreage, the balance having 
been leased previously by several com- 
panies as part of their checkerboard pro- 
tection. Shell Petroleum Corporation 
was most successful in the early period 
and that company discovered and devel- 
oped the Roxana and Freelove pool re- 
ferred to in the accompanying map, while 
further core-drilling by that company 


Central Oklahoma, site of a possible major 
pool: producing fields and important prospe 
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located two additional favorable struc- 
tures, one in Township 20 North Range 2 
West and the other in Township 15 North 
Range 4 West. On both these structures 
Shell obtained all available leases. Be- 
cause the information on both blocks has 
been generally available, the mineral 
interests (royalty) under individual leases 
were sold to numerous investors and it was 
impossible to renew such leases at reason- 
able prices and consequently drilling be- 
came imperative prior to expiration dates. 
Because of the trend of times it has been 
possible to unitize such operations prior 
to beginning of deep tests and therefore 
any discoveries, if made, will not upset 
the enforcement of proration, and more- 
over such policy ensures sensible drilling 
operations, instead of wild offset scram- 
bles, as was witnessed in Seminole and in 
Oklahoma City. 


1. Lucien and Perry Prospects: The Lucien 
prospect on the accompanying map, situated 
west from Perry, and east of the major struc- 
tural trend of Central Oklahoma, the Nemaha 
Granite Ridge, was not considered too promis- 
ing though Shell Company’s core-drilling re- 
vealed a minor structure. The expiring leases 
caused drilling operations to begin during the 
past summer, when a community test was 
arranged on a unitized block of 2,160 acres, 
with principal interests divided as follows:— 
Shell Petroleum Corporation—37/108th; Sin- 
clair-Prairie Oil and Gas Company (Consoli- 
dated)—16,/108th; Gypsy Oil Company (Gulf) 

-16 108th; Wentz Oil Company—12/108th; 
Twin State Oil Company (Sun)—8/108th; 
Carter Oil Company (S.O.N.J.)—8/108th; 
Phillips Petroleum Corporation—8/108th and 
the Empire Oil Company—3/108th. In the 
beginning of September the test—Wentz 
Community No. 1 Wolf in Section 17— 
T 20 N—R 2 W—drilled out of Pennsylvanian 
formations into Upper Ordovician (Viola 
limestone) at 5,013 ft., missing great thickness 
of Mississippian and Siluro-Devonian sedi- 
ments, thereby revising the sub-surface geology 
of Perry district and probably opening not 
only one major field in its immediate vicinity 
but possibly uncovering a buried pre-Pennsyl- 
vanian plateau of considerable importance. 
On September 28 the well was deepened to 
5,197 ft. and when but a few feet into the 
Wilcox sand started flowing at the rate of 
1,800 bbl. per day, 42!5 corrected gravity 
oil. 

At this writing the indicated area of the 
plateau covers approximately four townships, 
144 sq. miles, having sufficient space for two to 
three major pools. Two such pools are al- 
ready indicated: the Lucien Prospect which 
has been discovered by Wentz Community 
No. 1 Wolf; and the Perry Prospect having 15 
shallow gas wells completed at a depth from 
3,400 to 3,450 ft. in the Tonkawa sand of 
Pennsylvanian age, averaging about 16,000,000 
cu. ft. of gas per day under 1,200 lbs. pressure. 
In this second prospect shallow commercial 
gas production is sufficient to hold the leases 
and under current conditions within the oil 
industry the deeper drilling has been post- 
poned till better times, even though the com- 
panies represented in that prospect are prac- 
tically assured of a major field underlying the 
shallower gas production probably at a depth of 
5,000 ft. in the Wilcox sand of the Ordovician 
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age, more particularly since the Wentz Com- 
munity indicated most favorable sub-surface 
conditions in that general area. 

2. Navina Prospect. This prospect was 
also located by the core-drills of the Shell 
Petroleum Corporation, which controls a con- 
siderable amount of acreage on this presup- 
posed structure. A short-term lease owned 
by the Sinclair-Prairie Oil and Gas Company 
(Consolidated) requires the beginning of a 
well in the near future, which is being planned 
at this time. Structurally Navina Prospect 
has preference over the Perry and Lucien pros- 
pects since it is located on a definite major 
trend, the Nemaha Granite Ridge, which has 
developed in the past several major and second- 
ary pools, whereas the “‘Perry Plateau”’ so 
far is represented by two very minor pools, 


i 
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Official Figures of Soviet Oil Operations* 


Crude Pro- Daily Run to 


duction Average Stills Drilling 
(bbl.) (bbl.) (bbl) (feet) 

January 13,059,900 421,300 11,927,882 152,532 
February 12,194,000 420.482 11,428,900 193.185 
March 13,852,300 449,197 12,886,700 240.433 
April 13,101,200 436.707 12,737,200 §=250.854 
May 13,437,200 433,461 13,057.800 262,295 
June 12,971,700 432,390 12,917,100 §=248,138 
July 12,923,400 416.884 12,256,300 222.342 
August 12,721,800 410.380 11,725,700 171.665 





104,261,500 427,301 98,937,582 1,741,444 
Revised quota 1932 — 191,800,000 bbl. or 525,400 bbl. 
daily average. 


* Crude oil conversion ratio: seven bbl. = one ton 


Production Arrears Continue 


Crvpe production of all Soviet fields 
during the month of August shows fulfill- 
ment of 72 percent of the plan for the 
month and falls about 200,000 bbl. below 
the figure of last month. Arrears are due 
mainly to slowing down of operations at 
Baku where the total for the month is 
7,067,102 bbl. or 76 percent of the plan 
against 7,346,626 bbl. or 79 percent of the 
plan during the preceding month. 
Grozni oil fields have been able to continue 
the July tempo and have exceeded the 
July figure by about 55,000 bbl. Middle- 
asia fields show arrears of over 50 percent 
for the month and similar arrears aré 
shown by all other fields. 

Total crude production for the first 
eight months of 1932 equals about 55 per- 
cent of the plan for the year. Tempo of 


Bu-Vi-Bar and Orlando, though the new well 
on the Ludien Prospect has all the indications 
of opening a large oil reserve. 


Aseension County—Louisiana 
Gulf 

Bio Bravo Oil and Gulf Oil Compa- 
nies’ No. 1. Darrow in section 15 town- 
ship ten south range 2E located on a 
salt dome found by The Gulf Oil Com- 
pany in 1929, encountered producing sand 
at 4,035 ft. flowing 100 bbl. per hour ac- 
cording to preliminary reports. Well is 
located 15 miles S. E. from Baton Rouge. 

BASIL B. ZAVOICO 


operations fell gradually month by month 
since the first quarter and from plan 
fulfillment of 85 percent in June it fell to 
76 percent in July and dropped further to 
72 percent in August. Azneft Baku 
figures for crude production for the past 
eight months are about 59,000,000 bbl. 
or about 53 percent of the plan for the 
year but 1.2 percent above the figure for 
the corresponding period of last year. 
Grozneft figures of crude production for 
the same period of this year are about 
35,000,000 bbl. or 56 percent of the plan 
for the year but 2.3 percent above the 
figures for the corresponding period of last 
year. Maikop produced about 4,850,000 
bbl. or about 52 percent of plan and 
Emba about 1,350,000 bbl. during the 
first eight months of 1932 against 1,580,- 
000 for the corresponding period of last 
year. 

Labor turnover and lack of supplies 
continue to be the cause of serious arrears 
reported by the management of Baku. 
Of 45,000 tons of pipe required for 
the fields of Baku for the year only 3,912 
tons have been delivered during the 
second quarter. Other equipment was 
supplied in ratio to requirements as 
follows: Equipment and tools 40 percent; 
sheet metal 37 percent; casing pipe 9 
percent; assorted iron 3 percent; and 
steel requirements 2.5 percent. The divi- 
sion of deep pumping is complaining of 
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lack of pumps and spare parts in order to 
undertake the repairs required and large 
arrears of operation are registered in the 
division of air and gas lift owing to lack of 
equipment. Of all wells completed in 
1932 which amount to 360 wells at Baku, 
212 wells were assigned for operation on 
air or gas lift. This, however, could not 
be achieved owing to the fact that out of 
the 54 compressors ordered for this divi- 
sion only eight compressors have been 
delivered so far. Much of the difficulty 
in supplying equipment results from lack 
of transportation, in many cases the 
equipment being available at warehouses 
but the necessary transport facilities 
being used for more important prod- 
ucts. 


Investigation Results 


For INpusSTRIALIZATION, mouthpiece 
of the Supreme Economic Council and the 
State Bank of Moscow, has instigated an 
inquiry into the causes of arrears in the 
oil industry and has received the following 
explanation on the situation from the 
Chairman of the Azneft, M. Barinoff: 


There are three reasons for the arrears, the 
first of which is lack of supplies, as most of the 
domestic machine plants which have to pro- 
vide the oil industry with the necessary 


equipment and tools are not in position to 
make deliveries in time owing to shortages of 
raw materials and fuel. The Izevsk works are 
not in a position to make the expected de- 
liveries of pumps and compressors. Lack of 
pipe is holding back a large number of wells 
from operation and breakdowns have become 
more frequent owing to the use of defective 
pipe at great depths. Up to the present not a 
single domestic plant has been able to make 
any delivery of gusher equipment. 

The second cause, in the opinion of Mr. 
Barinoff, is laxity of technical supervision and 
low discipline of the operating forces. Not 
that there is any lack of trained forces skilled 
and unskilled, but there is no cooperation 
between the teams and shifts. The technical 
as well as the administrative personnel seem to 
prefer day work and the night shifts are often 
left without supervision. It has therefore 
become a common occurence to employ 
equipment at but 25 percent of capacity 
during night shift. 

The third reason suggested by M. Barinoff 
is poor housing and living conditions leading 
to labor turnover which has assumed grave 
proportions. 


A party Conference of Petroleum 
Technologist and Technicians under the 
auspices of the Communist Party has re- 
cently taken place at Baku where the 
shortcomings of the oil industry were out- 
lined with a view of taking immediate 
measures of improvement in order to 
enable the fulfiilment of the Plan. 


Events of the Month—August 


Viapivostock. At the Okha field of 
Sakhalin a gusher has been brought in 
from a depth of 1,968 ft., the first gusher in 
the oil fields of Sakhalin. Daily output of 
the gusher is 3,500 bbl. of light oil which 
contains up to 12 percent gasoline. Up 
to the present only heavy oil has been ob- 
tained from Sakhalin at depths between 500 
and 1,000 ft. The gusher will probably 
double the oil output of the Okha fields. 


Suemakua. Exploration carried on 
in this region has opened several gas wells 
which are producing under high pressure. 
Geological indications of the region point 
to large deposits of oil and oil-bearing 
strata are expected to be struck shortly. 


Axtivsinsk. In the Shubar Kaduk 
field of the Temir region a well drilled to 
1,300 ft. has opened a powerful gusher. 
This location of the Emba-Ural district 
appears to exceed in importance the 
Makat and Dossor locations of Emba. 
The Shubar Kaduk field is estimated to 
hold about 28,000,000 bbl. of oil reserves 
while the estimated reserve of Makat is 
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about 14,000,000 bbl. and of Dossor about 
24,500,000 bbl. 


Rostov-Don. Well 7/30 which is 
being drilled in the Maikop anticline has 
achieved a depth of 5,576 ft., making it 
the deepest oil well in Russia, and has 
struck an oil sand richly saturated with 
light oil of high quality. The structure 
at this depth is indicative of large de- 
posits of oil. 


[suimpayevo (Bashkir republic). 
Well 707 had to be shut down before hav- 
ing reached oil owing to lack of equipment 
for repairs. Well 703, which has been 
producing 70 bbl. per day, has increased 
production to 91 bbl. per day. An elec- 
tric power plant has been completed and 
all drilling operation will be electrified 
forthwith. 


Simreroro. 
drilled near the village of Borozovka in the 
district of Kertch. where explora- 
tion for oil has been carried on for some 
time, has opened a gas well flowing under 


(Crimea). A wildeat 





pressure of 80 Atm from a depth of about 
1,312 ft. 


Guryerr. Welding operations have 
begun on the first division of the Caspian 
Sea-Orsk pipeline. Operations will have 
to be suspended shortly for the winter. 


Baxu. The German Ambassador to 
Soviet Russia, von Dircksen, has paid a 
flying visit to the oil fields of Baku and 
has also inspected the refineries. He 
believes that Germany could increase her 
oil imports from Russia which would 
prove of benefit to both countries. 


Tuere are at present 41 wells in the 
Baku oil fields which are being operated 
by pipeless pumping. In the Lenin group 
20 wells are being operated, 16 in the 
Ordzonikidze fields, 7 in the Stalin group 
and 3 in the Kiroff group. Some wells 
have been under pipeless operation for the 
last 10 months. This system of opera- 
tion has been well tested and is reported 
to have proved successful on many 
occasions. 


AAN EDELEANU type treating plant has 
been ordered by the Azneft oil trust for 
Baku to be operated in connection with 
the Alco Products pipe still units which 
are to process heavy Baku crude into 
various lubeoil grades. 


In THE field of Loko-Batan a gusher is 
yielding about 1,750 bbl. of light oil per 
day containing 11 percent gasoline and 33 
percent of kerosene. Three more wells 
are being operated in this field by deep 
pumping from depths varying between 
1,250 and 1,400 ft. 


AAN ALL-RUSSIAN Gasoline Conference 
is scheduled to take place in Baku to dis- 
cuss the following problems: 


1) Motor fuel in general and tractor fuel in 
particular. 

Resources of light hydrocarbons in oil and 
gas of Apsheron peninsula and how to 
manufacture compound products instead of 
ready ones. 

The treating of straight run and cracked 
gasoline grades. 

The reconstruction of Winkler Koch and 
Kapelushnikoff cracking units. 
Pyrocracking and the manufacture of alco- 
hol from pyrogases of cracking. 
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Franee and Russia 


Cuar.es BARON, the Chairman of th: 
Petroleum and Mining Commission of th: 
French Chamber of Deputies has paid a 
visit to Mr. Rosengoltz, the Commissar fo! 
Foreign Trade of Soviet Russia, and has 
pointed out the fact that France is greatl) 
interested in the furthering of trade rela- 
tions with the Soviet Union and, indicating 
the satisfactory deals in petroleum be- 
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World Oil Production—Official Figures 
All figures furnished direct to WORLD PETROLEUM by Governments, except where otherwise specified 


(Figures in U.S. barrels—Conversion ratio 7 bbl. =1 ton) 








Total Daily Av. January February March April May June July August Daily Av. 
Country 1931 1931 1932 1932 1932 1932 1932 1932 1932 1932 1932 

United States 850,275,000 2,329,520 66,884,000 2,484,000 7,189,000 7.717.000 63,523,000 64,835,000 66,310,000  66,123.000° 2,151,906 
Russia. 156,342,900 428.336 8 =13,059.900 =—-112,194,000 =—-13.852.300 =—13,101.200)=—-13.437,200—:112,971,700 ~=—-12,.923,400 ~—=—s-112,721.800 427,301 
Venezuela 120,069,462 328,957 9.939.027 9.469.873 10,398,514 10,870,615 = 11,219,908 ~—s-11,151,490 9,822,428 9,562,777 337,847 
Roumania 46,333,945 126,942 3.780.000 3,439,100 3,621,170 3,557,470 3,748,710 3,745,238 3.750.000! 4,868,801 125,043 
Persia’ .. 40,149,977 109,999 3,228,780 2,834,090 3.516.611 3.488.674 3,942,953 4,195,933 4.795.623 4.116.000 123,437 
Mexico 33,038,853 90.517 2,869,177 2.761.064 2.967 842 2,922,309 2,926,574 2,701,184 2.505.879 2.462.956 90.643 
Dutch East Indies 32,818.346 89,913 3,943,147 $3,652,432 2.844.065 2,923,382 2.865.261 2,963,350 3,185,252 3.000,000' 104,003 
Colombia... 18,237,190 49,965 1,533,969 1,401,554 1,668,508 1,655,922 1,682,223 1,627,377 1,455,599 1,444,600 51,105 
Argentina 11,709,759 $2,091 1.116.800 1,040,000 1,192,700 1,078,500 1,057,200 1,001,000 1,067,000 1,019,400 35,133 
|” SS SSR rere ie 10,102,116 27,677 945,231 750,804 697.622 732.308 951,112 972.890 830,986 850.000 27,584 
Trinidad 9,743,763 26.695 846.878 828.860 874,145 852,080 859,609 839,248 883.102 754.301 27.615 
British India 7,830,101 21,452 750.251 698,645 719,337 681,942 739,570 672.613 700,000 | 700,000 | 23,206 
Poland... 4,397,760 12.049 351.365 324,100 334,495 336,231 340,200 336,000 351,603 345.408 11,145 
Sarawak. 3,338,472 9.146 210.748 200,102 197,050 191,282 187,859 177,023 180,000 | 180.000 ! 6.246 
Japan and Taiwan ' 1,884,285 5,162 195,000 195,000 195,000 195,000 195,000 195,000 195.000 195.000 6.393 
Egypt. 1,845,938 5,057 138,796 137,431 142,275 151,305 146,489 152,712 150,000 | 150,000 ! 4.791 
Ecuador 1,750,633 4.796 126,406 111,361 126.024 133,844 139,389 137,437 143,010 135.063 4,314 
Canada 1,583,339 4.338 96,912 90.841 97.484 95.585 95,221 89.533 86.969 85,229 3.024 
Germany * 1,778,602 4.873 148.197 150,197 * 262,528 141,780 150,000 ! 150,000 ' 150,000 | 139,909! 5,300 
Iraq‘ 1,200,000 3,290 100,000 100,000 100,000 100.000 100,000 100,000 100.000 100,000 | 3,279 
France 512,862 1,405 46,000 ! 46,000 | 46.000 ' 46,000 ! 46,000 ! 46,000 | 46,000 | 46,000 1,508 
Others! . 338.700 929 36,000 36,000 36,000 36.000 36,000 36,000 36,000 36,000 1,180 
1,355,282,003 3,713,109 110,346,584 102,945.454 111,078.670 111,008,429 108,389,478 109,096,728 109,667,851 109,036,244 3,572,003 


Estimate. 


March 10. 5 Including Thuringia. 


tween France and Russia, ke has expressed 
hope that facilities will be given by both 
countries for further expansion of trade. 
Before leaving Paris for his visit to Russia 
M. Baron gave an interview to PETIT 
PARISIEN in which he stated that his visit 
to Russia had been suggested by the 
Office National des les Combustibles 
Liquides and by his colleagues of the 
mining industry who have requested him 
to report on his findings in Russia. M. 
Baron pointed out the importance of 
furthering trade between France and 
Russia and stated that ‘‘oil has made it 
possible for France to preserve her 
economic independence.”’ 


Seeond Five Year Plan 


Mir. LOMOFF, head of the Fuel sector of 
the Commissariat for Heavy Industries, 
pointed out to the Fuel Conference which 
took place in Moscow during July that 
production of all kinds of fuels in Soviet 
Russia for the first six months of 1932 has 
amounted to 51,300,000 tons against 
41,800,000 tons produced during the same 
period of last year. Consumption of all 
kinds of fuels during the same period 
amounted to 51,800,000 tons against 
42,600,000 tons last year. 

It was pointed out at the same meeting 
that 1932 crude production will exceed 
three times the figure of 1913 while drilling 
will exceed the figures of 1913 four times. 
Yield of white products amounted to 22.8 
percent of possible recovery from the 
crude in 1913 while in 1932 the yield of 
white products amounted to 35.2 percent 
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°Anglo-Persian Oil Co. figures revised; fuel oil returned to the ground has been deducted. 
Sakhalin (Russian) included with Russia. 


of the possible recovery and progress has 
been made in the output of high grade 
lubeoils. 

The oil industry has been revolutionized 
by replacing of steam with electricity as a 
source of power for production, drilling 
and transportation of oil in Soviet Russia. 
Rotary drilling has become the standard 
method in all Soviet fields and the obsolete 
bailing system has been replaced by deep 
pumping with compressors and the appli- 
cation of air and gas lift. The tempo of 
production, however, has relaxed begin- 
ning with the second quarter of the year 
and plan fulfillment of the oil fields has 
dropped steadily. 

The Fuel Conference felt that the day 
was not far distant when all phases of 
agriculture would be mechanized and 
heavy and light transportation would be 
motorized. At that time, contrary to the 
practice of former years, white products of 
petroleum would play a leading part in 
domestic consumption and residual fuels 
would assume second place. The in- 
creased output of white products will re- 
quire an increase of production, deeper 
cuts into the crude processed, more in- 
tensive exploitation of the shale deposits 
of the country, and hydrogenation of the 
coal deposits of Eastern Siberia. Ex- 
ploration will be carried on extensively all 
over the country with recent discoveries of 
oil at Sterlitamak (Bashkir republic) serv- 
ing as the first step toward a more rational 
distribution of the oil industry with a 
view to bringing it nearer industrial cen- 
ters. Desire for a source of crude that 


3A.P.1. 
Sakhalin (Japanese) included with Japan. 
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could not be interrupted in case of attack 
dictated the policy of carrying on ex- 
ploration in Siberia, Lake Baikal, the Volga 
river, along the Amur riverbed and in 
Yakutia. Such rationalization will lead, 
it is hoped, to an annual production of 
500,000,000 bbl. in 1937 compared with 
the planned production of 191,800,000 
bbl. for 1932. 

S. Ganshin, chairman of the oil division 
of the Fuel sector of the Commissariat 
of Heavy Industries, pointed out to the 
Conference the changes in the policy of 
the oil industry which are taking place 
between the two Five Year Plan periods. 
While the main factor of the oil industry 
during the first Five Year Plan period was 
to export oil and the internal require- 
ments consisted of kerosene for illuminat- 
ing purposes and residual fuel for indus- 
trial use, the requirements of the Second 
Five Year Plan period will consist mainly 
of products for internal use with white 
products in the lead such as tractor fuel 
for agriculture, light and heavy gasoline 
for motor transportation and aviation, 
Diesel oil for internal combustion engines 
and lubricating oil for all industrial pur- 
poses, while residual fuel will assume 
second place. The Gosplan (State Plan- 
ning) has estimated that, by 1937, Soviet 
railroads will receive 20 percent of their 
required fuel from the oil industry, water 
transportation about 50 percent, agricul- 
ture 75 percent and motor and air 
transport, of course, 100 percent. 

Gasoline and Diesel fuel will be the lead- 
ing oil products during the Second Five 
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Year Plan replacing kerosene and fuel oil. 

The present crude production of Soviet 
Russia is being derived about 95 percent 
from the Caucasian fields where over 50 


oil industry and the chemical industries 
of Russia which are expected to use oil 
as raw material for various chemicals. 
Over 35,000,000 bbl. of oil will be required 


Gasoline Production Soviet Russia 1930-1932 


Percent Percent Percent 
1930 of Total 1931 of Total 1932 of Total 
Straight 
run . 10,967,600 94.3 12,460,000 78.6 15,989.400 74.9 
Natural 
gas i 385,700 3.3 559,300 3.5 735,000 3.5 
Cracked. . 274.400 2.4 2,846,200 17.9 4.607.400 21.6 


percent is accounted for by flush produc- 
tion. During the Second Five Year Plan 
the geography of the oil fields will change 
considerably. From the nationalization 
of the oil fields of Soviet Russia to the 
present only 9 new oil locations have been 
discovered and brought under production 
with a total crude supply in 1931 of about 
4,500,000 bbl. which is about five percent 
of the total crude production of the coun- 
try in 1931. During the Second Five 
Year Plan the proportion of new oil 
fields will grow to 16 percent of the total 
and about 55 percent of all exploration for 
oil will be carried on outside of the 
Caucasus. 


Consumption of Gasoline and Tractor Fuel 
of Soviet Russia 
1932 1937 Percent 
(Barrels) (Barrels) Increase 
Gasoline for trans- 
port including avi- 


ation ere 7,210,000 §=60,550.000 = =800 
Kerosene and tractor 
ee 34,090,000 144,795,000 9 425 


The refining of oil will likewise be 
shifted geographically, namely, nearer to 
points of consumption. It is expected 
that about 46 percent of the total crude of 
Soviet Russia in 1937 will be refined out- 
side of the Caucasus against the present 
two percent. Together with such ambi- 
tious plans for the reconstruction of the 
refining industry colossal changes will be 
undertaken in the transportation of oil. 
At present 42 percent of the total oil is 
being transported by rail, 26 percent of the 
total is being carried by water, 19 percent 
by river tankers and only 13 percent by 
pipelines. During the Second Five Year 
Plan the proportions are to change as 
follows: railroads, 29 percent; sea trans- 
port, 24 percent; river navigation, 26 
percent; and pipelines 21 percent. The 
total length of pipelines in Russia will 
grow from 3,200 kilometers at present to 
over 15,000 kilometers in 1937 and the 
lines will be laid rationally without 
duplication of direction or competition 
with waterways and will be directed to 
connect the fields with the refineries which 
are to be situated in the industrial centers 
of the country. 

A new link will be created between the 


by the chemical industry for use in 
unsaturated hydrocarbon gases. 

Capital investment in the oil industry 
for all purposes including the erection of 





plants, ete. will amount to the following 
sums in Rbl: 


1933 1934 1935 
175,000,000 270,000,000 323,000,000 
1936 1937 Total 


313,000,000 279,000,000 1,360,000,000 


The Second Five Year Plan will require 
the following installations and equipment: 
431 Refinery Units, 1985 Sets of Drilling 
Tables, 2788 Compressor Units, 7425 
Pumps, 30,000 tons of pipes. 


Azyert oil trust of the U.S.S.R. has 
made plans to purchase an Edeleanu unit, 
which will be used in connection with the 
Aleo pipe stills recently purchased in 
the United States. 

J. WEGRIN 


Further Price Advances in Spain 


SpanisH petroleum monopoly has re- 
cently published official data for the year 
1931 indicating decreasing consumption 
and increasing prices. Total imports of 
petroleum products for 1931 amounted to 
5,083,911 bbl. of liquid petroleum prod- 
ucts imported by Campsa and 62,195 
metric tons of solid petroleum products 
imported by private concerns. During 
1931, however, 5,457,054 bbl. of liquid 
petroleum products were distributed by 
Campsa indicating withdrawals from 
stocks amounting to 373,143 bbl. 


Spanish Petroleum Monopoly Imports and 
Distribution for 1931 
(Barrels of 42 U.S. gallons) 
Imports Distributed 
Gasoline , 2,746,121 3,289,410 
Kerosene F ‘ 134,491 153.528 


Gas, Fuel and Diesel Oil 1,819,027 1,762,803 
Crude oil Bap eA 140,476 a Ae 
Lubricants ; has 229,922 239,309 


Other liquid products. ....... 13,874 12,004 





5,083,911 5,457,054 
Solid petroleum products— Tons Tons 
asphalt, paraffin, ete. cis 62,195 11,838 


During the second half of 1932 Campsa 
again increased prices of several petroleum 
products. 

Spanish Petroleum Prices 


(In effect during the second half, 1932) 
Cents per 


Product gallon 
Gasoline ; . 23.07 
White Spirit . 27.97 
Kerosene...... “ pits ‘ 21.46 
Gas oil. ... heats ; 9.81 
Diesel oil ere et ‘ ; “—e 9.20 
last vated Pike iinet ot eae ; 74.38 
Fuel oil ee ee ee ee ee ; 4.40 


The prices given above are those pre- 
vailing for the entire country: in special 
cases the nature of the locality makes it 


necessary (or possible) for Campsa toquote 
higher prices. 
HANS HEUSSER 
Vv 


Persian Transport Profit 


BRivary between the Soviet petrol 
organization and the Anglo-Persian Oil 
Company has led to a profitable condition 
for Persian truck drivers according to a 
report in the BAGHDAD TIMES. Com- 
petition for the Persian market led to a 
seale of prices for Russian petrol decreas- 
ing southward as the distance from the 
Russian base in the direction of the Anglo- 
Persian territory increased. This fact 
led the drivers carrying petrol to bulk 
stations in the south to sell their loads 
directly after crossing the Persian frontier 
at prices considerably higher than those 
prevailing in the south of Persia where the 
Soviets were engaged with the A.P.O.C. 
in a price war. After disposing of the 
petrol, drivers took on a load of any 
convenient merchandise as a_ private 
venture and on arrival in the south 
delivered the private load, purchased 
Russian petrol at prices below those 
obtained for an equal amount in the 
north, and delivered this second load to 
the wholesale depots. 

This profitable sideline has been dis- 
covered by the Soviets who immediately 
took steps to put a stop toit. The price 
war, however, continues. 


+ 
New york UNIVERSITY is offering two 


courses dealing with the petroleum in- 
dustry. 
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Government Plans 

FeperaL government of Mexico is 
bending every effort toward stimulating 
and rationalizing the petroleum industry 
in that country. Following a period of 
continued depression, the Mexican pe- 
troleum industry has entered an epoch of 
stagnation which has prompted the most 
careful attention of the Ministry of In- 
dustry, Commerce and Labor, President 
Pascual Ortiz Rubio observed in his an- 
nual message, delivery of which signalized 
the opening of the thirty-fifth Federal 
Legislature’s sessions for the ensuing year. 
The policy adopted in that regard, he 
said, was inspired by a tendency to col- 
laborate with the important factors in 
the national petroleum industry and to 
create a _ semi-official organization to 
regulate the exploitation of oil in the coun- 
try, a means which the President con- 
siders more efficacious for such a purpose 
than a monopoly of the industry. He 
declared that the federal government 
proposes to cooperate with this enterprise 
for the exclusive object of making na- 
tional capital available to that phase of 
Mexican endeavor without regard to 
financial profit, and with the further ob- 
ject of establishing present and future 
domestic petroleum markets by means of 
exploring national reserves. The presi- 
dent stated: 


A plan of reformations to present legisla- 
tions in this regard will be presented for 
your (the legislature’s) consideration. It 
is hoped that by these reformations to 
existing laws an effective nationalization 
of the riches of the subsoil will be obtained. 


In this connection, the Ministry of 
Industry, Commerce and Labor has re- 
cently published a bulletin which includes 
the information that production of crude 
petroleum in Mexico has decreased from 
193,000,000 bbl. of oil in 1921 to less than 
33,000,000 bbl. last year while drilling 
has decreased from 808 wells in 1926 to 
87 wells last year. This decreased activ- 
ity the Ministry attributed to the fact 
that two major oil interests control. a 
large share of Mexican reserves and that 
they are holding these reserves with a 
minimum of activity until conditions on 
the world market improve. 

The Ministry also has evolved a pro- 
gram designed to determine and conserve 
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national petroleum resources, increase 
domestic markets for petroleum and 
products, and to remodel the Administra- 
tive Control of National Petroleum. 
The Ministry contemplates submission of 
a plan to the Federal legislature including 
the following points: 


To insure a reasonable volume of produc- 
tion in relation to known reserves and an 
estimate of those that probably exist; to 
create an organization for the purpose of 
regulating and assisting the industry; and 
to assure a supply of petroleum for the 
present and future domestic market. 


Exploration 


A weELL with an initial daily produc- 
tion of 650 bbl. was brought in at a 
depth of 2,290 ft. by the Mexican Eagle 
Oil Company (Royal Dutch Shell) in its 
“‘El Plan”’ field in the Isthmus of Te- 
huantepec zone near the borders of the 
states of Vera Cruz and Tabasco, accord- 
ing to information reaching the petroleum 
department of the Ministry of Industry, 
Commerce and Labor. This well ex- 
tends the oil bearing area farther north. 
The department has authorized the Com- 
pany to build four asphalt storage tanks 
for the asphalt and coke plant of the re- 
finery it recently constructed at Atzca- 
potzalco, near Mexico City. 

Promising indications of oil have been 
discovered in the Juarez and Ahumada 
Districts of Chihuahua state in federal 
petroleum reserves there. The _ petro- 
leum department has under considera- 
tion applications for drilling in these 
zones. 

Oil circles are watching with consider- 
able interest exploration work that has 
been started in Ramones municipality, 
Nuevo Leon state, not far from the Amer- 
ican border by the Consolidated Oil Com- 
pany of Mexico under a permit granted 
it by the petroleum department of the 
Ministry of Industry, Commerce and 
Labor, as this area is thought to possess 
petroleum but has never before been 
tested. It is understood that if the Com- 
pany’s tests indicate that oil in commer- 
cial quantities exists in the zone it will 
drill several wells. 

The petroleum department announces 
that the International Petroleum Com- 
pany has brought in its first well in the 


Colorado region of Panuco municipality, 
Vera Cruz state. The well was brought 
in at a depth of 1,673 ft. and had an 
initial daily production of 604 bbl. Ac- 
cording to the department, the Adminis- 
trative Control of National Petroleum, a 
federal government agency, proposes to 
do exploitation work in federal oil zones 
in the southern part of Vera Cruz state 
and to that end has been authorized to 
drill a well in such a zone on the left bank 
of the Uzpanapa River near Minatitlan, 
Vera Cruz. 


Retail Price Fixed 


A FixeD price of 18 centavos (about 
6 cts., U. S.) per liter for gasoline has 
been established by the union of retailers 
in the Federal District, which includes 
Mexico City and several large municipal- 
ities and has a population of more than 
1,000,000. The union explains that as 
the producing companies cannot sell the 
product for less than 16 centavos, includ- 
ing the six centavo federal tax, the liter, 
it is necessary for them to establish a rate 
of 18 centavos for that amount. 


Company Loans Denied 


StaTeEMENTS published by certain 
Mexican and American newspapers re- 
cently to the effect that some large Amer- 
ican petroleum companies have arranged 
to pay the federal government between 
$7,000,000 and $10,000,000 in the form of 
advance settlements of oil and other 
taxes are denied in a statement issued by 
the Ministry of Finance. This, appar- 
ently, is the official answer to rumors 
that have circulated in Mexico and abroad 
this summer concerning oil companies 
making advance tax payments to the 
federal government. 


Labor Court Decision 


AAN INTERESTING case concerning an 
interpretation of the federal labor law 
regarding overtime has been decided by 
the Federal Board of Conciliation and 
Arbitration. The case was the Board’s 
ruling against E. G. Wilt in his claim 
against the Penn Mex Fuel Co. for 8,030 
pesos (approximately $2,400, U. S.) 
which he argued was due him as over- 
time services as a driller. Wilt contended 
that he had put in four extra hours daily 
for two years. The Board ruled in favor 
of the Company on the ground that the 
driller was unable to prove that he had 
put in that much overtime. In its ruling, 
the Board pointed to a stipulation of the 
labor law which provides that all work 
which an employee performs beyond the 
accepted daily working period cannot be 
classed as overtime for which double pay 
must be paid. The Board held that the 
law allows employers to work employees 
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more than specified daily periods when 
circumstances of their business demand 
such services and to pay workers only the 
usual daily rate for this extra time. 
Furthermore, the Board held that the 
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Imports 


Imports of crude during the month of 
July were down slightly at 2,977,404 bbl., 
compared with 3,255,668 bbl. in June; but 
were up compared with July 1931 at 
2,804,145 bbl. 


Origin of July Canadian Imports 


Barrels 

United States 1,955,510 
Colombia , 588,046 
Peru ‘ 163,314 
Venezuela : 270,534 
2,977,404 


Gasoline imports were sharply up at 
257,598 bbl. over 198,269 bbl. in June and 
211,638 bbl. in July 1931. 


Origin of July Canadian Gasoline Imports 


Barrels 
United States 155,390 
Alaska 644 


Dutch East Indies 101,564 
257,598 

Gasoline Sales 

Ficures released by the Dominion 
Bureau of Statistics indicate a consider- 
able reduction in sales. Total sales during 
April were 1,010,771 bbl. compared with 
1,120,408 bbl. in April 1931, a reduction 
of 9.78 percent. 


Canadian Gasoline Sales, Jan.—April 1932 


Barrels 
January , 724,285 
February : 780,416 
March ; 768,094 
April. = . 1,010,771 


General Developments 


Tue refinery of LaSalle Petroleum Re- 
finery Limited will go into operation upon 
the shipment of Russian crude that forms 
part of the barter agreement between the 
Soviet Government and the Aluminum 
Company of Canada, Limited, and it is 
probable that the plant will be kept busy 
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law specifies that in any case overtime 
subject to double pay is limited to but 
three hours daily and must not be more 
than three times weekly. 

DOUGLAS GRAHAME 


upon further shipments of crude from the 
same source. This trade agreement, 
which is touched upon elsewhere in this 
issue, has created a good deal of comment, 
but general opinion does not seem to be 
antagonistic. 

Imperial Oil Limited is carrying out its 
distribution plans for the Maritime Prov- 
inces by the completion of the first storage 
tank of a distribution plant at Campbell- 
ton,N.B. Thisinitial tank has a capacity 
of approximately 15,000 bbl. and it is 
understood that the complete plant will 
consist of six tanks, and the remaining 
five will be built in 1933. 

Figures for production of crude oil for 
the first six months of 1932 show a heavy 
falling off compared with the same period 
of last year, production being 570,141 
bbl. for the first six months of 1932 
against 937,779 bbl. for the corresponding 
period in 1931. 

R. C. ROWE 


v 


Sranparp Oil Company (Indiana) 
plans to discontinue the quantity dis- 
counts at service stations mentioned in 
September WORLD PETROLEUM. In place 
of the quantity discount plan adopted in 
August to meet competition, Indiana 
Standard will give strictly commercial 
discounts payable on presentation of 
monthly accumulations of sales tickets by 
operators of vehicles used exclusively for 
commercial purposes. 


v 


BRumors suggesting that a 40-year 
monopoly in the Cuban market may be 
granted to a subsidiary of the Standard 
Oil Company of New Jersey in exchange 
for payment of the Cuban national debt 
amounting to approximately $200,000,000 





seem likely to prove as groundless as all 
the rumors to this effect that have ap- 
peared in former years. In view of the 
fact that Cuba consumes about 3,000,000 
bbl. of products yearly of which a large 
part is fuel oil, the price charged by a 
monopoly would have to be prohibitive 
if the company were to realize interest 
and principal on an investment of over 
$200,000,000. These figures coupled with 
the fact that the Standard Oil Company of 
Cuba has at present a large share of the 
Cuban petroleum market makes it seem 
most unlikely that they would be anxious 
to change the present status at so great 
a cost. 


v 


A strike of Polish oil workers was 
reported to have resulted from an attempt 
to reduce wages in the petroleum industry 
in Poland. Due to the chaotic condition 
of the petroleum industry in that country 
and the complete lack of profits it has 
become essential to reduce costs. 


v 


SoutHERN Fuel Company of Los 
Angeles has completed a 26-in. steel pipe- 
line with a capacity of 130,000,000 cu. ft. 
of gas per day from Kettleman Hills to 
Long Beach, California, a distance of 207 
miles. The pipeline will supply natural 
gas from Kettleman Hills to the Southern 
California Edison Company and for dis- 
tribution in Los Angeles and vicinity. 


v 


Fourtn semi-annual meeting of the 
Cracking Development Conference was 
held in New York, September 14 to 17. 
The conference is designed to correlate 
experimental and plant development work 
on cracking carried on in the laboratories 
of The Texas Company, Standard of 
Indiana, Gasoline Products, and the 
M. W. Kellog Company. 


v 


AAn orDER requiring eight major oil 
companies and the American Petroleum 
Institute to show cause why they should 
not be enjoined from using a nationa! 
code of ethics was obtained in Jersey 
City by the Certified Gas Filling Sta- 
tion Corporation. Thiscorporation, com- 
posed of independent filling station oper#- 
tors in New Jersey, claims that the purpose 
of the national code is to oust independent 
dealers from the retail market in New 
Jersey. 

v 


British Malayan Petroleum Com- 
pany (Shell) completed a well flowing 
1,190 bbl. under high gas pressure at 
depth of 5,280 ft. in the State of Brune', 
British Borneo. 
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General 

Tue tanker market remains quiet and 
as far as new construction is concerned 
shipbuilders in Europe are beginning to 
look to developments in Iraq to provide 
them with some new business. It is 
realized that as far as large tankers are 
concerned the possibilities of obtaining 
contracts are few and far between, but it 
is thought that coastwise tankers may be 
required for local work round Haifa and 
Tripoli. In the meantime a number of 
ships which are still left over from the 
extensive building programme embarked 
upon by companies during the past few 
years are still completing, and it is in- 
teresting to note that the majority of 
these are going into operation right away. 
This has not been the case with all ships 
finished during the last eighteen months 
or so, and a particular case in point is that 
of the Andrew Weir tanker CORABANK 
which ran trials towards the end of 
August after having been laid up for over 
a year from the time she was completed 
at the end of 1930. The CORABANK left 
for Black Sea ports after her trials to load 
oil for Shanghai. 

Completion still continues in Germany 
of the programme of new work instituted 
some little time ago by the Standard Oil 
Company, and trials recently took place 
of the FRANZ KLASEN, the first of a 
series of six ships building for the Baltic 
America Petroleum Import Company. 
With main dimensions of 520 ft. overall 
length, 70 ft. moulded beam and 38 ft. 
9 in. depth to upper deck, she carries 
18,072 tons dw., the loaded draught on 
summer freeboard being 30 ft.6in. The 
hull is constructed on the Isherwood 
longitudinal system, and the cargo space 
is divided into 27 tanks with a total 
capacity of 807,222 cu. ft. Main oil 
pumps, with their joint capacity of 940 
tons per hour, are able to discharge a full 
cargo in about 18 hours. All auxiliaries 
are steam-driven, the two exhaust gas 
boilers having a heating surface of 100 
Sq. metres, while the two oil-fired boilers 
work at 14 atm over a surface of 466 sq. 
metres. The navigational equipment in- 
cludes a gyro-compass, wireless direction- 
finder and automatic steering on a 
Simplex balanced rudder, while the fire- 
fighting appliances are of the carbonic 
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acid gas and steam types. Propulsion is 
from two four-cylinder two-stroke double- 
acting M.A.N. engines, developing a 
total of 4,500 i.h.p. and giving the vessel a 
trial speed of 13 knots. 


Status of Tanker Fleets 


WV nite a certain number of tankers of 
modern type are laid up the status of 
unemployment for vessels of this type 
built specially for cargo work is better 
than might be expected. 

Referring to the negotiations between 
the oil-producing companies and the 
effect which an agreement may have 
upon the employment of tankers, the 
NORGES HANDELS 0G SJOFARTSTIDENDE 
publishes an analysis of the employment 
of the Norwegian tankers fleet (excluding 
whaling vessels) at the present time. 
The vessels engaged in voyage trading 
comprise 28 clean tankers (including four 
steamers) of 230,684 tons deadweight, and 
11 dirty tankers (including one steamer) 
of 115,375 tons deadweight. Thirteen 
motor tankers, of 131,150 tons dead- 
weight, are engaged on consecutive voy- 
ages or short-term charters, but two of 
these vessels are laid up for charterers’ 
account; five tank steamers, of 50,263 
tons deadweight are employed in the 
same trade. 

No fewer than 47 motor tankers, of 
577,393 tons deadweight, and 28 tank 
steamers, of 236,355 tons deadweight, 
are engaged on long-term charters (five to 
ten years); three of the steamers are laid 
up for charterers’ account. The tankers 
laid up for owners’ account comprise 41 
motor tankers, of 414,925 tons dead- 
weight, and 12 tank steamers, of 110,468 
tons. Altogether, the Norwegian tanker 
fleet comprises 185 vessels, of 1,866,613 
tons deadweight. A further five or six 
vessels of 50,000 or 60,000 tons dead- 
weight, are under construction or on 
order. 


Ship Sale 


Tue tank steamer AKERA, of 7,874 
tons deadweight, built at Glasgow in 1918, 
and with survey No. 3 passed in 1930, 
has been sold by I. W. Prebensen, of 
Risor, to Messrs. Prebensen and Blakstad 
of the same place. The vessel is running 
on a time-charter for the Anglo-Saxon 


Petroleum Company at 5s. 6d. for five 
years from August 26 last. The vessel 
will be registered under the owner- 
ship of the Garm Shipping Company 
which has resolved to increase its capital 
by a preferential issue, amounting to 
minimum 150,000 kr. and maximum 
250,000 kr., of which the minimum 
capital has been secured beforehand. 
The new capital will benefit by a pre- 
ferred dividend of seven percent. 


Freight Market 


Freicut market remains very quiet 
and as regards tankers generally the 
amount of laid up tonnage shows no signs 
of diminution, which in itself is an indica- 
tion of the state of the market. The laid 
up tonnage is, in fact, if anything, slightly 
on the increase, this position existing at the 
middle of the month. Excluding whaling 
factories the number of tankers at present 
laid up is in the neighborhood of 360. 
In the dark oil market an 11,000 tonner is 
reported to have been fixed for three 
trips from Aruba to Teneriffe at about 
5/-d. with crude or fuel oil. The clean 
oil market is very quiet. Russian char- 
terers are, however, still taking a few ships, 
a recent fixture having been from the 
Black Sea to Shanghai for a 10,000 tonner. 
It will be interesting in the future to see 
the effect of post slump conditions upon 
the tanker construction market. Un- 
doubtedly the increased efficiency with 
which the modern tanker operates, to- 
gether with the new freeboard regulations, 
will combine severely to limit the number 
of ships required in future. It is some- 
what difficult in fact to foresee another 
building boom similar to that which has 
been of advantage to European ship 
constructors during the past few years. 

A. C. HARDY 


Launches and Trial Trips 


Name Owner Total Power 
CORABANK Andrew Weir & Co. 3,600 bhp. 
R. L. HAGUE Standard Shipping 


Co. 4,500 shp. 


CAMPIADOR 


Petroleum Monop- 

oly Cia. 

GEO. W. MCKNIGHT Deutsche Ameri- 
kanische Gesell- 
schaft 

FRANZ KLASEN 


Standard Shipping 


Co. 4.500 bhp. 
4,500 bhp. 


F. J. WOLFF .... do. 


v 


BRerinery with a daily capacity of 
150 bbl. will be constructed at Wey- 
burn, Saskatchewan, Canada, in the near 
future. The undertaking is being fi- 
nanced by a company headed by J. A. Mc- 
Bride, president, Crown Oil Company. 
Some of the equipment has already been 
ordered. 
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3,200 bhp. 


4,500 bhp. 


Remarks 
Run Trials 


Run Trials 


Handed to 


owners 


Launched 


Run Trials 
Run Trials 








Paris: September 

Adpvance in the price of oil shares on 
the Paris Bourse has been less pronounced 
and much slower this month than it was 
last month; nevertheless the upward 
trend has been maintained and the buying 
public is less nervous in its reactions to 
the different rumours, favorable and un- 
favorable, which have been circulated 
concerning the ratification of the Paris 
Conference by the Rumanians. 

Even the sudden announcement of a 
rise in the price of gasoline of 3d per gal- 
lon in England, does not appear to have 
affected the French oil share market. The 
truth is that in spite of the local agree- 
ment concerning the stabilization of the 
price of gasoline, fluctuations are still to 
be found here and there and it has a de- 
moralizing effect on the market, hence the 
slow improvement which has been evident 
this month. 

The menace and subsequent decision 
by the Government to convert certain 
Rentes has also had a paralyzing effect. 
In fact, transactions have been more than 
limited during the last few days, and are 
not iikely to improve unless there are im- 
mediate signs that the Conversion is to 
be a success. 


@r Aw the balance sheets published 
this year that of the Cie Standard Franco- 
Américaine must necessarily attract most 
attention. 

Profits announced amount to Fr. 77,- 
247 yet we are dealing with one of the 
most important distributing organiza- 
tions established in the country. 

The Cie Standard Franco-Américaine 
together with its affiliated companies 
holds importation licenses covering al- 
most 5,600,000 bbl. of products, i.e. 
21.54 percent of the total quantity im- 
ported during the year. On these 5,600,- 
000 bbl. of products, the State levies 
nearly Fr. 600,000,000 in taxes, duties 
ete. Insignificance of the profits declared 
by the French Standard Oil Co. is there- 
fore yet another proof that the State is 
killing the goose that lays the golden eggs. 

Great stress was laid in the director’s 
report upon the fact that meagre results 
were primarily due to low prices fetched 
by oil products and secondly to high gov- 
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ernment taxation. The two together are 
responsible for the ruin of more than one 
company in France. 

Among the Standard Franco-Améri- 
caine’s affiliates, the Compagnie Générale 
des Pétroles de Marseille was the only 
company to pay a dividend this year. It 
amounted to five percent. During the 
course of the financial year, the directors 
of the Company set themselves the task of 
making cuts and reducing overhead ex- 
penses, with commendable energy. The 
result is that several departments have 
now been completely reorganized and the 
management of the different companies 
having the same aim in view has come 
under one control. 

Other features of the report worth 
mentioning are: a reported increase of 
10 percent in the sale of products achieved 
by the Cie Générale des Pétroles de Mar- 
seille; a payment of Fr. 954,530 represent- 
ing interest due to date on funds ad- 
vanced by the Cie S.Fr.A. to its affiliates, 
and the assertion that in spite of the crises 
in the freight market, the S. Auxiliaire 
des Transports was able to show a profit. 

The Board also duly announced that 
the company’s refinery at Port Jeréme is 
to be finished and in working order by the 
beginning of July, 1933. 





Ass was indicated in the September 
issue of WORLD PETROLEUM, no obstacles 
have been raised to the merger of the 
Société Francaise de Recherches au 
Venezuela with the Société Pétroliére 
Francaise au Caracas. The transaction 
will be quiteasimple one. The S. F. de 
R. au Venezuela will first reduce its capi- 
tal from Fr. 40,000,000 to Fr. 20,000,000 
the S. Pétroliére Francaise au Caracas 
will then exchange five of its own Fr. 
100 shares for two of the S. F. de R. au 
Venezuela’s Fr. 500 shares. 

In order to do this the Société Pétro- 
liére Francaise au Caracas which now has 
a capital of Fr. 50,000,000 will certainly be 
obliged to increase it by successive stages 
up to Fr. 100,000,000, for the plan also 
includes the acquisition of certain shares 
belonging to the Caracas Petroleum Cor- 
poration which will absorb Fr. 10,000,000; 
this added to the Fr. 20,000,000 required 
for the acquisition of the Société de 
Recherches au Venezuela’s assets will 
leave a margin of Fr. 20,000,000 with 
which to continue drilling operations on its 
own concessions and on those which for- 
merly belonged to the S.de R.au V. The 
arrangement will, therefore, allow the 
company to carry on the work started in 
Venezuela by the S. Francaise de Re- 
cherches au Venezuela which it was 
obliged to abandon owing to lack of funds. 

When the merger is completed, the 
Société Pétroliére Francaise au Caracas 
will hold 1,533,333 shares of the Caracas 
Petroleum Corporation, that is to say, 
the majority. In this connection it is 
interesting to note that the said Corpora- 
tion was formed in 1929 by Messrs A. 
Meyer, C. S. Gulbenkian, and G. Beatty 
representing the International Selection 
Trust, Messrs Cull and Co., Bankers, 


Paris Bourse Prices 


1931 
TS Share 
Div. Par. 
30 Lei 500 Lei Astra Romana 
500 Lei Colombia 
50 Lei 500 Lei 
500 Fr. Cdré. Gén des Pétroles act 
500 Fr. Cdré. Gén des Pétroles part 
500 Fr. Franco Pol. Pétroles act 
Franco Pol. des Pétroles part 


Concordia 


18 108 Franco Wyoming 
20 Fr. 500 Fr. S. G. des Huiles de Pétrole act 
S. G. des Huiles de Pétrole part 
500 Fr. C. Frangaise des Pétroles 
500 Fr. C. Industrielle des Pétroles 
70 Fr. 500 Fr. 
45 Fr. 500 Fr. Lille Bonni*res Colombes ord 
500 Fr. Malopolska act 
Malopolska part 


Lille Bonniéres Colombes prio 


Mexican Eagle 
250 Fr. oO 
50 Fr. 500 Fr. Pechelbronn 
60 Fr. B. 500 Fr. B. Petrofina 
210 Fl. 1000 FI. Royal Dutch 
24 FI. 100 FI. Royal Dutch 1 10 
I¢ Shell 
25 Fr. 500 Fr. 


ium Inter. des Pétroles 





Steaua Francaise 


Position 
August I-September 14 on Sep- 


tember 


First High Low Last Change 14, 1951 
65 91 64 85 + 20 69 
67 8l ot 70 + 3 ol 
18 59 17 53 t § 52 

800 862 800 801 + i 700 
57 58 53 53 — 4 tL) 

185 221 177 195 + 10 208 

294 366 279 365 + Zl 220 

60 86 60 78 + 18 91 
100 160 100 435 + 35 
110 550 110 190 + 50 785 

66+ 750 661 719 + B85 690 

390 150 390 105 + 15 185 
27 29 20 20 - 7 18 

207 209 176 176 — 3i 106 
43 18 12 12 —- | it 
74 9t 74 83 9 96 


310 100 340 350 + 10 ot) 
415 167 415 130 + 15 110 

5.700 16.525 +785 5.000 

579 1.796 1.579 1.655 + 76 1.50 
209 233 209 230 + 21 221 


227 241 227 230 + 3 5 
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and the New Consolidated Goldfields. 
Thus Mr. Gulbenkian will extend his in- 
terests to French research for oil in Vene- 
zuela through this merger. 


I a few weeks the refinery belonging 
to the Raffinerie de Pétrole du Nord at 
Dunkerque is to be inaugurated; in the 
meantime the plants are undergoing their 
trials, but it has not yet been announced 
whether these have been successful or not. 

The company recently published its 
balance sheet for the financial year ending 
on March 31, 1932 and announces a defi- 
cit of Fr. 5,285,156 against a profit of Fr. 
6,160,531 in 1930-31, which is disap- 
pointing in face of the fact that the com- 
pany’s turn-over had been more than 
doubled and stood at Fr. 192,100,252 
against Fr. 91,144,516. 

During the course of the year Fr. 
54,000,000 were spent upon the new re- 
finery which accounts for the very great 
increase in immobilizations reported: 
namely Fr. 165,405,567 as compared with 
Fr. 110,407,332 the previous year. Value 
of stocks also declined with falling prices. 
On the 31 of March they stood at Fr. 
46,400,303 against Fr. 61,724,995 in 
1930, but have doubtless increased since 
that date. 

There is little to fear nevertheless for 
the Raffinerie de Pétrole du Nord’s fu- 
ture. As soon as the Dunkerque refinery 
commences to produce, situated as it is on 
the north coast of France very close to the 
principal industrial area of the country, 
there should be a distinct improvement 
in the situation. Recent rise in price of 
refined products coupled with the fact 
that the refinery will be supplied with 
Russian crude oil at advantageous prices 


should be quite sufficient to turn the scale 
of an unprofitable balance sheet into a 
profitable one. 

In spite of increased sales the Raffinerie 
de Pétrole du Nord was able, owing to 
clever management, to reduce general 
expenses from Fr. 84,983,986 in 1930 to 
Fr. 58,010,599 in 1932. 


Awortuer victim of the low prices 
which have been reigning in France for 
the last two years, is the Société Alsacienne 
des Carburants whose losses amount to 
Fr. 2,624,015 after Fr. 2,731,537 had been 


London: September 

@iz shares have been among the most 
active on the London Stock Exchange 
during the past four weeks, and the ad- 
vance in prices, although started by pro- 
fessional operations, has now obtained a 
considerable public following. Although 
the great majority of shares have touched 
new high levels for the current year, price 
movements have not been continually 
upward. Numerous reactions in Wall 
Street have been reflected in the market 
here. The rise in quotations has also 
induced profit taking from time to time, 
having now been sufficient to show big 
gains on shares bought at the beginning 
of the upward swing in June. Realiza- 
tions of earlier purchases have been heavy 
at times, and have caused some rapid 
fluctuations; but they have been readily 
absorbed, and have tended to keep the 
market technically sound. A feature has 


London Stock Exchange Prices 


1932 Last year’s 
— Div. | Share 


High Low per Ann. 
$2 Anglo-Ecuadorian 

Anglo-Egyptian “B** 
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1 6 3lg0 10 
2'%32 1i6 5 
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5 Brit. Borneo (6s.) 

* Brit. Burmah (8s.) 
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lis ‘ Brit. Controlled Pfd. (35) 
Burmah , 
Canadian Eagle (No par) 
. Creole (No par) 
lis Kern River (10s.) 
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; . Mexican Eagle (34 Mex.) 

Pan American ““B” (New) 
2 32 ; Phoenix . 

20 10', 6 Royal Dutch (fl. 100) 

-'s 716 7 Shell Transport 

1 Steaua Romana 

5 Trinidad Leasehold : : 

Untd. Brit. of Trinidad (6s. 8d.) 


12332 7% 10 Venezuelan Oil Concessions ... . 


August 15-September 15 


=. _ 
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46 3% 1, 916 
lis L'li6 lis Is +416 
2° 2!1932 2'i6 21% = + 
i 27 1 $2 + 
i 5% 15 73 4 
‘ 74 13 Te 
lj 7 ly 41 
i “i, 
) 9 +1¢ 
3 3%% 2 2 314 14 
516 13 i¢ a lis 
7% 7% 4 84 — 
32 ‘32 +lis 
17s 2 17s 215 +14 
1149 11 1 Lig 
15 19 13%, 18°, 344 
1342 19% 4: "16 
18 20'2 17! 187s ® 
254 2°s% 2°32 219 + 
1349 ‘ 1 9; 4 
1'% 32 2 1 2 9 
i 332 si6 732 +132 
11742 12349 Lilig +5%0 


Nominal value of shares £1 unless otherwise stated by bracketed figures. 
* Denotes Tax-free dividend. 
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conservatively put aside for amortization. 

The Board of Directors particularly 
insisted that had the price of gasoline re- 
mained stable the company would have 
made money instead of losing it, especially 
as there had been a considerable increase 
in the tonnage of products sold. 

The S. Alsacienne des Carburants was 
founded in 1922 and is controlled by the 
S.A.E.M. Pechelbronn. It distributes 
petroleum products in Alsatia, owns stor- 
age tanks at Antwerp, Dijon and at 
Strasbourg. 

E. J. ANDRE 


again been the demand for low priced 
shares, in which Roumanians have nat- 
urally been prominent. Attention was 
directed to Phoenix by the news that the 
group of which the company is the centre 
had achieved a record output for August. 
Recent activity in British Borneo Pe- 
troleum Syndicate shares has received 
further justification by the report that 
the British Malayan Petroleum Com- 
pany, a subsidiary of the Royal Dutch- 
Shell group, has struck a light oil in a 
test well on an area in Malaya over which 
the British Borneo has oil royalty rights. 
Anglo-Ecuadorians have been kept back 
by recent reports of a revolt in Ecuador, 
engendering doubt as to political stability 
there. 


Market activity and strength reached 
their highest pitch on the announcement 
of the ratification of the Paris agreement 
by Roumania, and the immediate sequel 
of a rise in British petrol prices. Rou- 
mania’s acceptance of stabilization of 
markets is considered by dealers to remove 
the principal immediate difficulty of the 
world petroleum industry, the Paris 
agreement being regarded as the wisest 
possible means of tiding the industry 
over its difficulties until a revival of 
world trade begets a broader demand for 
petroleum products. The increase in 
British petrol prices is taken as a first 
step towards turning the agreement to the 
benefit of producers, and the rise in prices 
which followed it is justified by the fact 
that most British companies will benefit, 
either directly or indirectly, although not 
all equally. The incidence of the higher 
British petrol price level was reflected in a 
relatively sharp rise in Anglo-Persians, 
as the company has a proportionately 
large interest in direct shipments to 
Britain. British Controlled were also 
favorably affected, since the company’s 
output from Venezuela, constituting the 


447 








greater part of its production, is sold under 
a contract based on the price of petrol in 
Great Britain. Anothercompany to bene- 
fit directly is Trinidad Leaseholds, with 
its selling organization established in 
recent years. To some other companies, 
of course, higher British selling prices 
are of less importance, but the response 
of share values was widespread, partly 
because a 3d. rise in petrol was more 
than some dealers had expected. 


A remporary set-back occurred in 
United British Oilfields of Trinidad shares 
on the omission of the first dividend on 
the 1,050,000 of eight percent cumulative 
participating preference shares offered to 
shareholders in February last. Trading 
results for the six months to June 30 do 
not justify the payment of the preference 
dividend, consideration of which will be 
postponed until the board is satisfied 
that profits for the full year 1932 justify 
the distribution. As was explained when 
the shares were offered, the new refinery 
and loading -facilities provided by the 
issue will not be completed until early 
next year. Aconsiderable part of the new 
capital raised will therefore not be profit- 
ably employed during the current financial 
period. Emphasis was laid on this aspect 
of the company’s finance by Sir Robert 
Waley Cohen at the annual meeting in 
July last. The issue of preference shares, 
of course, did not appear well secured for 
the time being, and in the then existing 
condition of the petroleum industry did 
not appeal to shareholders. Over 80 per- 
cent of the issue was taken up by Anglo- 
Saxon Petroleum Company, the Royal 
Dutch-Shell subsidiary which acts as 
managers to the United British under- 
taking. There is every indication that in 
the long run the new finance will be thor- 
oughly justified; but it is unfortunate 
that circumstances did not permit a 
further issue of ordinary shares, instead 
of preference, when the additional capital 
was required. 


Two important oil handling com- 
panies, Tankers, Limited, and London 
and Thames Haven Oil Wharves, have 
issued half-yearly dividend statements 
during recent weeks. The first-named 
announced that the six months’ dividend 
on its eight percent cumulative preference 
capital of £2,500,000, due on September 
30, would not be paid. This undertaking’s 
annual report to March 31 stated that 
the charters of its tankers had expired 
and that the fleet had been laid up pend- 
ing improvement in the freight market. 
The preference dividend was earned 
twice over during the year, but in view 
of the inactivity of the fleet, no distribu- 
tion was made. Dividends on this class of 


capital have been paid up to September 
30, 1931, and are not likely to be resumed 
until world demand for petroleum prod- 
ucts brings about a better demand for 
tanker space. The preference shares, 
which are of a nominal value of 10s., are 
quoted at about 3s. 9d. London and 
Thames Haven made a more encouraging 
statement, announcing the maintenance 
of the interim dividend on the ordinary 
shares at five percent free of income tax. 
In September 1931 a further 300,000 of £1 


New York: September 

Up ro the present time of writing, 
September has brought a substantial re- 
action in the entire market, resulting in 
erasure of more than 40 percent of the 
advance from the mid-summer lows as 
measured by the commonly used averages. 
The severest part of the decline followed 
closely the news of the Democratic victory 
in the Maine elections, but this develop- 
ment probably bore more of a casual than 
causal relation thereto. The advance of 
the past two months was quite substantial 
and abrupt, especially in view of the fact 
that no material improvement in business 
and industry was to have been expected 
before September, and a correspondingly 
sharp rate of gain in business and industry 





shares was issued, bringing the capita! 
up to £1,300,000, and in view of the funds 
put by the company into its French 
subsidiary, Compagnie Industrielle Mari- 
time, some doubt had been expressed 
in the market as to the maintenance of its 
interim this year. For many years the 
London and Thames Haven has made 
total returns of 15 percent, tax free, and 
dealers are now looking for a repetition 
of this distribution for 1932. 
ALEC H. Day 


would have been necessary immediately 
following Labor Day if a substantial re- 
adjustment on technical market grounds 
was to have been avoided. The change 
in public psychology from unreasoning 
fear to hope and confidence, which took 
place this past summer, constituted a 
sufficient basis for the market advance 
predicated upon anticipated recovery in 
the fall. Now that autumn is here and 
the increase in such basic indices as steel 
operations and car loadings has so far 
proved rather moderate, the ‘‘bull’’ 
psychology has suffered something of a 
setback and there is a disposition to let 
the market wait for more convincing signs 
from business. Therefore the coming 
few weeks are likely to comprise:a critical 
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period in which the answer may be found 
to the question whether the turn has been 
definitely passed or new low levels of 
depression may be in prospect. 


@its reached new high levels for the 
movement during the past four weeks and 
turned weak along with the rest of the 
market. Despite the imminence of the 
poor season for the oils, their action was 
apparently more in reflection of the gen- 
eral situation than of internal develop- 
ments. However, market action of this 
group is likely to be handicapped some- 
what in the coming months by the effects 
of seasonally declining gasoline consump- 
tion, and whether the industry is again to 
witness a period of low prices and net 
losses lies entirely in the hands of the 
members thereof who can, if they will, keep 
their supply in balance with demand and 
maintain a fairly satisfactory price level. 


Tue latest in merger rumors in the oil 
industry is that the plans for uniting the 
Standards of New Jersey and California 
will be held in abeyance pending acquisi- 
tion by the Jersey company of the Stand- 
ards of Kentucky and Ohio. Both of the 
latter are essentially refining and market- 
ing organizations which would be in a 
stronger position if fortified by a com- 
plete integration of operations. Con- 
summation of such a far-reaching deal 
would reunite four of the important con- 
stituents of the old Standard Oil monop- 
oly to form the largest business enterprise 
of all time. The consolidation would 
represent perhaps 40 percent of the Amer- 
ican oil industry and would thus have a 
position analogous to that of U. S. Steel 
in the steel industry. The combined 
assets would quite dwarf by comparison 
the old Standard Oil monopoly but the 
percentage control of the industry would 
not even approach the former status. It 
is quite conceivable that such a large con- 
centration of control could be made to 
serve well the interests of the industry 
and of the public in bringing greater sta- 
bility to a field of business perennially 
troubled by serious economic and com- 
petitive difficulties. 


Ir Has been previously reported that 
Humble Oil and Refining, subsidiary of 
Standard Oil Company (New Jersey), 
was estimated to have more than covered 
its full year’s dividend requirements of $2 
a share in the first six months. The com- 
pany issues annual statements only, but 
unofficial information makes estimates of 
progress possible from time to time, which 
are valuable as a general guide although 
susceptible of considerable error through 
unforeseen changes or developments. It 
is now estimated that results for the year 


may approximate $5 a share unless un- 
favorable developments in the industry 
mar the outlook for the final three months. 
By bond retirement from liquid resources 
this past July, annual interest charges 
were reduced by about $1,250,000, and 
on the basis of the balance sheet at the 
close of last year cash and equivalent was 
not reduced below $13,000,000 by this 
operation. It is obvious that if the oil 
price structure, which is giving signs of 
precariousness, should recede to any ma- 
terial extent during the remaining months 
of the year the estimate of Humble’s 1932 
earnings would have to be revised down- 
ward. 


BBarnspa Corporation has acquired 
the remaining half interest in Mona- 
Motor Oil Company of Council Bluffs, 
Iowa, by an exchange of stock on a share 
for share basis. Its original half interest 
was acquired in 1930 and since that time 
Barnsdall products have supplied Mona- 
Motor’s requirements. Another 50 per- 
cent acquisition has also been converted 
into full ownership by exercising of the 
option to purchase the remaining interest 
in the Minnesota Oil and Refining Com- 
pany of MinneapolisandSt. Paul. Barns- 
dall acquired the first 50 percent interest 
about a year ago and has since then been 
supplying part of Minnesota Oil’s re- 
quirements. 


Art THEIR special meeting on Septem- 
ber 17, stockholders of Rio Grande Oil 
Company approved the proposal to sell 
the properties to Consolidated Oil Corpo- 
ration. Thus the Sinclair interests have 
at last succeeded in their aim to gain a 
substantial entry to the Pacific Coast 
territory. It appears likely that further 
expansion in that area will be undertaken 
even if the present attempt to acquire the 
properties of Richfield Oil of California 
should eventually prove unsuccessful. 
In the latter case the interests which will 
most actively oppose the plans of Con- 
solidated include Standard Oil of Califor- 
nia and Cities Service. The latter has 
substantial holdings of the Richfield 
common and preferred stocks and the six 
percent bonds. 


ALLrHovGH wage reductions in the oil 
industry have been rather less frequent 
and less severe than in a great many in- 
dustries they have not been entirely lack- 
ing. In some cases such as the Jersey 
Standard action has taken the form of 
reduced working time, so that in effect it 
has meant a spreading of the available 
work rather than a reduction in unit op- 
erating costs for the company. Others 
have resorted to a straight reduction in 
the rates, as in the 10 percent cut put into 
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effect on September 1 by Shell Oil, the 
California subsidiary of Shell Union Oil. 
Many companies, such as Sun Oil, have 
effected no general reductions in compen- 
sation in any form. 

C. C. BAILEY 
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Canadian Trade With Russia 


(Continued from page 422) 


‘ ’ 


the force of his ‘‘surprise,’’ and will also 
undoubtedly provide some ammunition 
for his political opponents who, after the 
manner of politicians, will be quick to 
perceive any qualities of inconsistency 
that may exist in his attitude owing to the 
fact that such Russian oil shipments are 
in competition with crude emanating from 
British colonies or spheres of influence. 
They might quite reasonably question 
the soundness of a principle that rests its 
exercise upon ‘‘whose ox is being gored.” 

No information regarding the possi- 
bility of such shipments becoming a 
disturbing factor in the Canadian oil 
market, owing to the fact that the re- 
sulting products will probably seek a 
market below that established by regular 
distributing organizations, is forthcoming 
at the present time, though some doubts 
are being expressed. It is also suggested 
that the movement may assume greater 
proportions, owing to the possibility of 
other oil companies availing themselves 
of a cheaper source of supply. In any 
case, however, the whole matter presents 
a development that will be closely 
watched by oil interests both in Canada 
and elsewhere. 


v 


Tue Colorado law under which the 
state oil inspector had the power to bar 
sales of dyed gasoline, except Ethyl, has 
been amended as a result of an action 
brought by the Derby Oil Company. 
The amended law permits the sale of dyed 
gasoline when such gasoline is considered 
to have special qualities justifying the 
use of artificial coloring. These qualities 
are a minimum octane number of 70, 
maximum sulphur of .05 percent, and a 
maximum of 15 mgs per 100 ec. of pre- 
formed gum. 


v 


A evn inhibitor in liquid form, which 
is said effectively to prevent oxidation of 
cracked gasoline and to minimize the 
consequent formation of polymerized 
gums in storage, has been announced by 
the Universal Oil Products Company. 
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N. P. A. Diseusses Problems 


(Continued from page 423) 


Our knowledge and our experiences thus 
far, Mr. Hadlick said, lead to the conclusion 
that a gasoline tax rate of two cents per 
gallon is the highest that can be collected 
with any degree of certainty. Even at two 
cents tax evasion will occur in congested 
centers of population and in large markets. 
But ordinarily the financial rewards of tax 
evasion at this rate are small, for marketing 
costs consume the profits on bootleg gaso- 
line as avidly as on the legitimate product. 
This well may be accepted as good tax 
policy and wisdom: A gasoline tax of two 
cents per gallon, fully collected, and with 
revenue expended only upon roads, pro- 
vides sufficient income to finance any rea- 
sonable road program needed by the 
average state. Even at that rate the levy 
represents a sales tax of 10 percent of the 
normal retail price, a high impost truly, but 
far below existing rates of 25 to more than 
100 percent. 


In a paper entitled ‘“‘Problems Arising 
Out of the New Federal Taxes on Gasoline 
and Lubricating Oils’’ Willis Crane, asso- 
ciate counsel, National Petroleum Associ- 
ation, discussed the many ramifications of 
the new gasoline and lubricating oil tax 
feature incorporated in the Revenue Act 
of 1932 and read decisions of the Bureau 
of Internal Revenue as to what constituted 
taxable and tax free commodities under 
the Act. 

“The Problem of Stabilization in the 
Oil Industry”’ was discussed by E. W. 
Mayo, editor, WORLD PETROLEUM, who 
told the members of the Association that in 
view of the many difficulties in the way of 
any agreement or concerted action among 
members of the industry he felt that en- 
couraging progress had been made in the 
direction of stabilization. Directing at- 
tention to the fact that most of this prog- 
ress had been accomplished through con- 
servation efforts sponsored by the various 
oil producing states, Mr. Mayo said that 
an important step forward would result 
from adoption of the bill now pending 
before Congress providing for interstate 
compacts and authorizing state repre- 
sentatives with the consent of the federal 
government to enter into international 
conferences. 

Gilbert H. Montague, leading authority 
on anti-trust laws, gave a vivid account of 
the existing situation in regard to the 
movement for the modification of these 
laws. He criticized lawyers representing 
trade organizations for being too insistent 
on the adoption of their own particular 
ideas and said that more teamwork was 
needed. The Supreme Court had indi- 
cated in various decisions its readiness to 
interpret the law in the light of modern 
economic conditions, said Mr. Montague, 
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and it was important for business men to 
cooperate in working for the adoption of 
reasonable legislation while bearing in 
mind the possibility that they might have 
to repel fresh proposals for restriction in 
case of an extreme swing of the political 
pendulum. 


At a business meeting on September 14 
C. L. Suhr, Pennzoil Company, was elected 
to the office of first vice-president to fill a 
vacancy, while all other officers of the 
organization were re-elected. The officers 
for the ensuing year are: E. M. Lyons, pres- 
ident; C. L. Suhr, first vice-president; N. H. 
Weber, second vice-president; Fayette B. 
Dow, general counsel; Willis Crane, traffic 
attorney; Horace L. Lohnes, attorney, 
Harry S. Elkins, attorney; Herbert G. 
Eaton, recording secretary; and G. B. 
Hunter, treasurer. The following men will 
serve on the Board of Trustees: Sheldon 
Clark, Sinclair Refining Company; Earle 
M. Craig, Freedom Oil Works Company; 
G. C. Davison, Tri-State Refining Com- 
pany; Frank B. Fretter, National Refining 
Company; W. V. Hartmann, Gulf Refining 
Company; W. T. Holliday, Standard Oil 
Company of Ohio; O. P. Keeney, Wolverine- 
Empire Refining Company; Otto Koch, 
Kendall Refining Company; C. J. Leroux, 
Valvoline Oil Company; H. A. Logan, 
United Refining Company; E. M. Lyons, 
Tiona Refining Company; O. D. Robinson, 
Republic Oil Refining Company; A. W. 
Scott, Wolverine-Empire Refining Com- 
pany; C. G. Sheffield, Standard Oil Com- 
pany of New Jersey; C. L. Suhr, Pennzoil 
Company; N. H. Weber, Pure Oil Com- 
pany; A. C. Woodman, Richfield Oil Cor- 
poration of New York; R. A. Wotowich, 
Crew-Levick Company; John Beck, Penn- 
sylvania Refining Company; A. F. Carter, 
Shell Eastern Petroleum Products, Inc.; 
and H. M. Carruth, Canfield Oil Company. 
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East Texas 


(Continued from page 417) 


The Commission’s own engineers testified 
on oath that the Yates Field could not be 
reduced below its current production 
without increasing waste; also, that the 
great Van field offered no evidence of 
physical waste and they could make no 
curtailment recommendation there on the 
basis of waste. 

Yet, next day, the Commission issued 
an order raising the East Texas allowable 
to 50 bbl. per well, and fixing a top limit 
of 375,000 bbl. daily until November 1. 
A great roar went up from all quarters of 
the State. Terrell was charged with 
granting the request of some East Texans 
to satisfy political promises. A few days 


later the Commission ordered the Van and 
Yates fields cut 10 percent, exactly the 
opposite of recommendations by their 
own engineers. 

Lawyers promptly pronounced the new 
orders illegal, since they were not based 
on physical waste. Conservation leaders 
feared the Commission’s action would 
jeopardize success in fighting the Con- 
stantin-Wrather case at Houston. 

Pipelines in East Texas rebelled. 
Some purchasers for special reasons 
applauded the Commission’s action but 
the majority condemned it. A few major 
purchasers, fearing the anti-trust laws, 
obeyed the new order, took 50 bbl. daily 
from their connections. Others refused 
to increase their takings, continued to buy 
only 43 bbl. Humble Pipe Line Company 
(Standard of New Jersey) finally offered 
to run the entire 50 bbl., buying half and 
storing half. The attorney general 
promptly obtained an injunction against 
Humble, and that concern rescinded its 
offer to store half of the oil for its cus- 
tomers. Until the injunction case was 
settled, Humble took from its connections 
only 25 barrels daily. 

Under pressure, and apparently realiz- 
ing the folly of its earlier course, the Com- 
mission then reduced the daily allowable 
of each well to 46 barrels, just as the 
Constantin-Wrather trial opened. 


Vv 


Ar a special meeting on October 27 a 
proposal will be presented to the stock- 
holders for the sale of the Midwest 
Refining Company to Stanolind Oil and 
Gas Company and Standard Oil Company 
of Indiana. Standard of Indiana con- 
trols 99 percent of Midwest stock and is 
undertaking the move chiefly as a step in 
its program for the simplification of its 
corporate structure. 


v 


Propuction of natural gasoline in 
1931 totaled 1,831,918,000 gallons for the 
United States showing a decrease in 
quantity of 17 percent. Value of natural 
gasoline declined 42 percent to $63,732,- 
000 for 1931 according to a report of the 
United States Bureau of Mines. 
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Pans for the construction of combi- 
nation primary cracking, vapor phase 
cracking and reforming units at Port 
Jerome and Frontignan, France, have 
been completed by Les Raffineries de la 
Vacuum Oil Compagnie. Charging ca- 
pacity of each of the units will be about 
2,700 bbl. daily, and they will operate 
under Gasoline Products-Socony Vac- 
uum license. 
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GRANDS HOTELS 
EUROPEENS 


In the gayest capitals of Europe .. in fabled cities of romance 
and art.. the discriminating traveler will enjoy pleasurable 
living as the guest of ‘“‘Les Grands Hétels Européens"’. Rates 


CLARIDGE’S, PARIS 


A Parisian institution, the 
Claridge anticipates every 
need of its refined guests— 
faultless attendance 
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Every suite is differently 
furnished. 

Single Rooms from $5.00 
Double Rooms from $7.00 


A stately hall, spacious re- 
ception rooms, famous res- 
taurant, garage for 100 cars 
.. comfortable living for 
guests of the modern Pal- 
ace Hotel at Lyons, center 
of the silk trade. 400 pleas- 
ant rooms provided with 
bath or complete dressing 
room, and city phone. 

Single Rooms from $2.00 
Double Rooms from $3.00 


MADRID 


The aristocratic hotel par 
excellence. Its prominent 
site on the Prado, Madrid, 
is perennially the scene of 
brilliant fetes, fashionable 
“‘teas’’ in its splendid Win- 
ter Garden. A magnificent 
restaurant and famous grill 
complete its accessories to 
comfortable living. 

Single Rooms from $3.50 
Double Rooms from $5.50 


In the most fashionable 
quarter of Brussels—Rue 
Royale—the Astoria is pa- 
tronized by discriminating 
travelers. Its luxurious 
suites and Royal Apart- 
ment, the great hall and 
Salle de Fetes denote a uni- 
form elegance. The restau- 
rant is acclaimed for the 
excellent cuisine and fine 
wines. 

Single Rooms from $2.00 
Double Rooms from $2.50 


In the heart of busy Brus- 
sels, you will have rest and 
fresh air, at the Palace, 
which faces upon the Bo- 
tannical Garden. Luxury, 
refined comfort, faultless 
attendance... Five hun- 
dred rooms, an equal num- 
ber of baths and phones. A 
noted restaurant. 

Single Rooms from $2.00 
Double Rooms from $2.50 


travel agencies. 


NEGRESCO, 






iid = 










































PALACE, 




























































































£5 Je ¥ 


P= 




























nt ge 


+ 
i 
yl 












jpiber 
plik 






















L’ERMITAGE 
DIGNE, FRANCE 


A delightfulstopping-place on the 
winter Route des Alpes, when 
motoring to or from the Riviera. 
Here you will enjoy real coun- 
tryside amid unforgettable 
scenery. L’Ermitage will look 
after your every comfort while 
you are at home in Digne. 






























Many rooms of the sumptu- 
ous Negresco Hotel at Nice 
look out upon the blue Medi- 
terranean; others upon the 
Massena Garden. The great 
hall, in Louis X VI style, isone 
of the world’s finest. The 
luxurious restaurant over 
hangs the water's edge; the 
grill is noted for specialties 

Single Rooms from $3.50 

Double Rooms from $4.00 


MADRID 


Largest hotel in Europe, the 
Palace is splendidly situated 
bet ween Canovas and Cortes 
Squares in Madrid. The vast 
hall is renowned for its ad- 
mirable proportions and dec- 
oration. Rooms of unusual 
comfort and luxury; each is 
provided with bath and city 
phone. Restaurant and gril! 
are famous. 

Single Rooms from $3.00 

Double Rooms from $4.00 


Seville, Jewel of the Anda- 
lusia of sun and flowers, ro- 
mance and art, has irresisti- 
ble attraction. The Alfonso 
XIII Hotel seems more like 
an Andalusian palace than 
the comfortable hotel it is. A 
magnificent hall and patio; 
splendid restaurant; garage 
and all modern features 
Single Rooms from $2.50 
Double Rooms from $3.50 


CONTINENTAL, $. SEBASTIAN 


In the Pyrenees, at the edge 
of the Atlantic, San Sebas- 
tian is the summer residence 
of royalty. Here the Conti- 
nental Palace Hotel offers 
visitors perfect living. On 
the famous “‘La Concha’”’ 
beach, the hotel looks out 
upon a gorgeous panorama 
of sea and mountains. Open 
the wear ‘round 

Single Rooms from $2.50 

Double Rooms from $3.50 


In the Ardenne Hills of Bel- 
gium, the Chateau was for- 
merly Manor of the Count of 
Rochefort and later property 
of the King of the Belgians 
It has now been transformed 
into a luxurious hostelry 
Surrounded by a park of 
1,500 acres; golf, tennis, fish- 
ing, riding are available 
Single Rooms from $2.00 
Double Rooms from $2.50 











ONE OF NEW YORK’S 
FAMOUS HOTELS 


You'll find The Brevoort a delightful 
home for a New York visit... for years 
it has been famous for its charming 
atmosphere and services. Located in 
the beautiful Washington Square sec- 
tion, quickly accessible to theatrical, 
shopping and financial sections. 


SINGLE ROOMS .... from $2 
DOUBLE ROOMS.... from $4 
TWO ROOM SUITES. . from $6 


® Excellent French Cuisine 
@ French spoken in every department 


Hotel BREVOORT 


Fifth Avenue at 8th Street, New York 


Jean P. Barrere, Manager 























World Famous Tiger ‘Brand 
Tube Repair Kits 


(Cement, Tire Patches, Hose, 
Flaps, Fan “Belts, Etc. 


Our new low prices satisfy 

dealers. Freight allowed; goods 

guaranteed. A trial order con- 
vinces we save you money 


oe 
WHOLESALE AND RETAIL DEALERS 


Write for price list, charts, samples 
and catalog 


DAVID NICHOLS CO. 


Accessory Headquarters 


Kingston, Georgia 























NEW YORK'S 
BIGGEST VALUE 


e FINE ROOM 2d BATH e 
S 50 
SINGLE 
$ OO 
DOUBLE 


A modern, new hotel located in heart of 
New York, 100 feet West of Broadway 
yet quiet and cool. Each room has 
bath, circulating ice water, electric fan, 
Beauty-rest mattresses, exceptional 
furnishings and atmosphere. 


Hotel 
Piccadilly 


227 WEST 452ST. NEW YORK 
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ST. CHARLES | 


AN ENTIRE BLOCK ON THE BOARDWALK 


e ATLANTIC CITY 


A Smart Hotel in America’s Smartest Resort 


Votes WANTED! 
Up-town location of the St. Charles means quiet sleep. Fine 
meals make jovial moods. Sunshine and salt air — all's well by 
the sea and rates at the St. Charles say ‘‘a-hoy’’ to the citizens 
of America. 


IDEAL CONVENTION FACILITIES 
ATTRACTIVE RATES 
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DO AWAY WITH THAT OBJECTIONABLE 
ODOUR in your Turpentine Substitutes, 
Benzols, Solvents, by using 


VIOFLOR 


(REGD.) 
Special Deodorising Compound 


Full particulars on application. 


CREPIN & DOUMIN, LTD., 
15, COOPER’S ROW, LONDON, E.C.3. 


Telegrams: Telephone : 
DOVORIAN, FEN, LONDON, ROYAL 2107. 
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‘The products 
of Vacuum Oil 
Company, Inc. 
are sold in 


every country 
of the World. 


Specialists 
in Scientific Lubrication 
RGOY, 
Ces, 


SaaS 
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VACUUM OIL COMPANY, Inc 
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